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. Consolidated business results for fiscal year 2008 (April 1, 2007 to March 31, 2008)

(Note: All amounts less than one million are disregarded.)

{% of change from the previous full year.}

Net sales QOperating income Qrdinary income Net income
million yen % million yen % miliion yen % million yen %
Fiscal Year 2008 202,260 17.4 31,302 250 28,665 16.0 15,975 A4
Fiscal Year 2007 172,262 18.5 25,043 53.7 24,716 55.4 16,194 17.3
Ordinary income on | Operating income on
Net income per share Diluted net Income per share Return on Equity
fotal assets net sales
yen yen % % %
Fiscal Year 2008 165 91 161 a9 2.3 16.7 15.5
Fiscal Year 2007 174 78 166 12 13.2 149 14.5
(Reference) Equlty-method eamings Fiscal Year 2008 60 miilion yen Fiscal Year 2007 45 million yen
(2) Censolidated financial position
Total assets Net assets Shareholders’ equity ratio Shareholders” equity per share
million yen million yen % yen
Fiscal Year 2008 174,270 131,761 747 1,388 52
Fiscal Year 2007 169,034 131,036 77.2 1,358 82
(Reference) Total Shareholders' equity Fiscal Year 2008 130,214 million yen Fiscal Year 2007 130,490 million yen
(3) Consolidated cash flows
Balance of cash and cash
Cash flows from operating Cash flows from invesiment Cash flows from finanging
equivalents
activities activities activities
atthe end of the year
million yen million yen million yen million yen
Fiscal Year 2008 14,155 £13,454 A13,131 17,916
Fiscal Year 2007 23,405 8,082 16,989 29.959
— 1 —
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2. Cash dividends

Dividend per share Total amount of | Dividend payout | Dividend on net
dividend ratio assels
{Record date) Interim Year-end Annual
{Annual) (Consolidated) (Consolidated)
yen yen yen yen % %
Fiscal Year 2007 20 00 24 00 44 00 4,158 25.2 34
Fiscal Year 2008 25 Qo 25 00 50 00 4,781 30.1 3.6
Fiscal Year 2009
25 a0 25 00 50 00 - 30.1 -
(Estimated)

3. Consoclidated eamings forecast for Fiscal Year 2009 (April 1, 2008 to March 31, 2009)

{% of change from Fiscal Year 2008 semi-annual or Fiscal year 2008)

Net sales Qperating income Ordinary income Netincome Net income per share
million yen % | million yen % | million yan % | million yen % yen
First half {for six-
month peried ending 90,000 AOTA 12,600 A10.3 12,000 AT8 7.000 H32 74 64
September 30, 2008)
Fiscal Year 2009 200,000 A1 28,000 A10.6 26.800 A6.5 15,600 A23 166 35

4. QOther

{1) Change of significant subsidiaries during the financial term (Increase/deletion in the scope of consolidation) None

{2) Change of important accounting pelicies, procedures, and ways of display (description as the change of basis for preparing consolidated financial
statements)
(' Changes along the revision of accounting standard, et Yes

® Changes mentioned other than mentioned in None

Note: Please refer to page No.23 on “Notes related to the preparation of the consolidated financial statements” for further details,

(3) Number of shares outstanding {Common Stocks)
@ Number of shares outstanding at the end of the year
Fiscal year 2008 96,475,312shares  Fiscal year 2007 100,366,274shares
{Including treasury stocks)

@ Treasury stocks at the end of the end of the year Fiscal year 2008 2,695,892shares  Fiscal year 2007 4,333,935shares

Nofte: Piease refer to page No.45 on *Per share infonmation” regarding number of shares which is used to calculate net income per share

{Consolidated).
(Reference) Unconsolidated Financial results

1. Unconsolidated business results for fiscal year 2008 (April 1, 2007 to March 31, 2008)

{1) Unconsolidated business results (% of change from the previous fiscal year.)
Net sales Operating income Ordinary income Net income
million yen % million yen % million yen % million yen %
Fiscal Year 2008 175,486 21.2 28,977 341 26,469 25.0 14,312 0.8
Fiscal Year 2007 144,824 16.7 21,605 56.9 21,174 58.0 14,203 6.9
—_ 2 —_
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Diluted net income
Net income per share
per share
yen yen

Fiscal Year 2008 148 62 145 11
Fiscal Year 2007 153 26 145 67
(2} Unconsolidated financial position

Tota! assets Net assels Sharehoiders’ equity ratio Net assets per share
miliion yen million yen % yen
Fiscal Year 2008 155,578 121,361 71.8 1,289 90
Fiscal Year 2007 151,051 120,972 80.1 1,259 45

{Reference) Total Shareholders' equity

Fiszal Year 2008

2. Unconsolidated eamings forecast for Fiscal Year 2009 (April 1, 2008 to March 31, 2009)

(% of change from Fiscal Year 2008 semi-annual or Fiscal year 2008)

120,991 million yen

Fiscal Year 2007

120,972 million yen

Net income per share
Net sales Operating income Ordinary income Net income
net income
million yen % miilion yen % miliion yen % million yen % yen

First half {for six-
month period ending 78,000 6.1 11,600 | A11.6 11,100 AT 6 6,500 [ ABS 69 30
September 30, 2008)

Fiscal Year 2009 173,500 511 26,000 | A10.3 24,700 NBT 14,400 0.6 153 52

XPraper i th

rmings forecas

nd other notes

The above forecasts are based on information available as of the release of this report and assumptions of several uncertain factors which may affect
the company’s results. Actual resuits mighi be different from the above estimates due to subsequent changes in the circumstances.
to “ Businass Results 1 Analysis of Business Results™ on pare 4 for further information of the forecasts and assumptions, impact by adapling an

accounting standard (financial accounting standards Article 13) for lease transactions is not considered in the forecasts.

Please refer
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Business Results

1 Analysis of Business Results

(1)Results this term

This term our corporate group achieved consolidated sales of 2022.60 billion yen {increase of 17.4% over last term) and consolidated operating profit of
313.02 billion yen (increase of 25.0% over last term), for a consolidated normal profit of 286.65 billion yen {an increase of 16.0% over {ast term) and a
consolidated net profit of 159.75 billion yen (decrease of 1.4% from last term).

In the Japanese machine tool market this term, although the rate of operation held firm in plants with 50 employees or less, a cautious attitude toward
investment in new equipment was observed. In mid-size and large businesses, equipment investment remained firn and demand from automotive
manufacturers showed gragual recovery.

In the Americas, a deceleration of economic activity due to the sub prime problem has begun: however, the rate of operation of equipment remains high
as in Japan, and demand has grown higher in Mexico and Brazil. There was strong demand in energy-related industries, which are experiencing a global
demand for crude oll, iron ore, and other natural resources, and alse in the airplane body and jet engine Industries, the agricultural machine industry, the
construction equipment industry, and the biotech and medical precision device industries. On the other hand, the automotive industry appeared to be taking
somewhat of a break, however, some companies have begun discussions of equipment investment in order to deal with the environmental problems that
must be confronted in the future.

In Europe, the market maintained stable growth overall. A high level of orders continued to be received from the aeronautical industry, energy-related
industries, and general machine industries. Demand also increased in Turkey and Russia as these areas experienced growing industrial activity.

in Asia, surging replacement demand for high-precision, high-quality machine tools helped keep demand strong in China, and our company received
over 150% of the orders we received last term. Demand is also rapidly rising in India along with Singapore, Malaysia, Thailand, and Indonasia in Southeast
Asia. Our sales in India are now on a firm base for continued growth.

Tuming to products, our "NMV Series” of 5-axis control machines has won high acclaim from customers in the automotive, aeronautical, and many other
industries, and orders for the “NT Series™ of Integrated Mill Tum Centers remained strong. We investigated the possibllity of building a factory in Thalland to
serve as the manufacturing base for the “DURA Series”, which is experiencing a growth of orders in excess of our expectations; however, the positioning
precision of this series Is far higher than the precision of freight that is subject to control under the Foreign Exchange and Foreign Trade Control Law, and
due to security concems such as the fact that there is no precedent in Japan for transferring this type of high-precision machine tool manufacturing
technology te a non-white country (see note), we were forced to abandon the plan. As an alternative, we contracted production of the *DURA Series” out to
an excellent machine tool manufacturer in Japan and were able to launch production smoothly. In response to the increased demand for machine toels in

the rapidly growing BRICs and central European markets, we added support for new languages to our “MAPPS 1I" high-performance operating system.

{2) 1st Mid-term Business Plan “Mori-568PLAN"

Our group carried out the "Mori-568PLAN" intermediate-term business plan over the three years from 2005 to 2007. We achieved great success and met

all target levels that were set in the plan.

+ Morni-5 (Attainment of 5% share of worldwide orders)

We pursued a goal of attalning a 5% share (175 billion yen) of global orders, which are on a scale of 3.5 trillion yen. We established Strategic/Large Account
Department for large customers and strengthened our sales activities, and these efforts bore fruit in a dramatic increase of new orders. With the aim of
further expanding our network of sales bases, we established new Technical Centers in Fukuyama, Niigata. Amagasaki, Shiga, Tokyo, and Shinagawa,
while overseas we established new bases in Frankfurt and Dusseldorf in Germany, Birmingham in Engtand, Prague in the Czech Republic, Moscow in
Russia, and Guangzhou, Manchuria, Wutan, and Qingdao in China. We also established new local subsidiaries in India and Turkey. This strengthening of
our sales and service network has resulted in a dramatic increase of orders from new customers in all parts of the world, and our consolidated sales for this
term, which was the last fiscal year of the mid-term business plan, greatly exceeded our goal with a total of over 200 billion yen, and wa were able to
establish footholds in the rapidly growing BERICs and other emerging markets. Even when converted using our internal planned rate of 107 yen per dollar

and 128 yen per Euro, the consolidated sales total works out to 187.6 billion yen and attains our goal.
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+ Mori-6 (Attainment of a consolidated cost of sales ratio of 60%,)

We have strictly managed cost of sales at the design level and have reduced the cost of materals by producing paris in-house and using standardized
parts. in order to raise the in-house production percentage, we added Heat Treatment Plant (September of 2005), Casting Ptant (March of 200€), and Sheet
Metal Plant {August of 2008) to our Iga Campus (lga, Mie Prefecture), and Machining Plant (January of 2006) to our Chiba Campus. We also renovated
Spindle Plant and Balt Screw Plant in our Iga Campus {August of 2006). In addition to reducing prime cost, this new in-house manufacturing has helped
improve quality, shorten delivery time, and increase production capacity. We also worked to increase per person productivity by increasing the rate of
machine operation and shortening work time, As a result of these efforts, our consolidated cost of sales ratio of this term, which represents the final year of
the intermediate business plan, was 57.4%, much higher than our goal. When a consolidated cost of sales ratio is converted using our internal rate, the goal

of B0% is attained.

- Mori-8 {Building a production system for 800 units monthly)

During the term of “Mor-568PLAN", we invested a total of 27 billion yen in manufacturing equipment in order to increase production and respond to
customer needs for short delivery times. We also pursued production reforms such as cell production and the auto campsite system, and strengthened our
production system to enable a stable capacity of 600 units a month centering on the N Series. In March of 2007 we attained a production level of 800 units
for the first time, and in March of 2008 we produced over 830 uni{s, making It clear that we have the production capacity for 800 units a month. In December
of 2006 we added DIX! MACHINES to our group as our first overseas manufacturing base. DIX| MACHINES is a machine tool division of DIX} HOLDING in
Switzertand, and manufactures extremely high-precision, high-quality machine tocls. Currently we are expanding the production faclilities, and in addition to
the manufacture and sales of existing DIXI brand products, DIXI will also manufacture Mori Seiki brand products in knock-down form.
[Note]

With regard to countries that have signed treaties regarding weapons of mass destruction, that participate in export control regimes, and that have adopted a
caich-all sysiem, it Is clear that there is no risk that weapons of mass destruction will be spread from these countries and they are informally called “white
countries”. Officially these countries referred to as “Countries listed in Appended Table 3 of the Export Trade Control Order”. There are a total of 26 such
countries, and these countries are: Argentina, Australia, Austria, Belgium, Canada, Czech Republic, Denmark, Finland, France, Germany, Greece, Hungary,
Iretand, Italy, South Korea, Luxembourg, the Netherlands, New Zealand, Norway, Poland, Portugal, Spain, Sweden, Switzerand, Great Britain, and the
U.S5.A.

{As if March 31, 2008; From Q & A/ Glossary for Secure Trade Control, the Ministry of Economy, Trade and Industry.}

Consolidated

{Unit; million yen)

59" term 60" term
Change
Fiscal Year 2007 Fiscal Year 2008
Net sales 172,262 202,260 29,998
QOperating income 25,043 31,302 6,259
Qrdinary income 24,716 28,665 3.048
Net income 16,194 15,975 5219
— 5 -
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Unconsolidated

{Unit: million yen)

59" term 60" term
. Change
Fiscal Year 2007 Fiscal Year 2008
Net sales 144,824 175,486 30.662
Operating income 21,605 28,977 7,371
Ordinary income 21,174 26,469 5,294
Net income 14,203 14,312 109
2 Annual forecast
Forecasts for Fiscal Year 2009 are as follows
(Unit: million yen)
First half {for six-month First half (for six-month
period ending September] period ending Sepiember Fiscal Year 2009 Fiscal Year 2009
30, 2008) 30, 2008) {Consolidated) (Unconsolidated)
{consolidated) {Unconsolidated)
Netsales 90,000 78.000 200,000 173,500
Operating income 12,6008 11.600 28,000 26,000
Ordinary income 12,000 11,100 26,800 24,700
Net income 7.0008 6,500/ 15,600 14,4008

Those forecasts are based on the following assumptions:
+ Average exchange rates of ¥107/US$ and ¥158/€
- It is assumed that the first year of the second medium-term management plan, “PQRSS5,” which lasts during the three-year period from Fiscal Year

2009 to Fiscal Year 2011, will proceed satisfactorily.

Caution regarding forecas!
Forecasts {eamings forecasts, plans, policies, business strategies, targets, schedules, understanding and evaluation of facts) conceming Mori Seiki
and the Morl Seiki Group in this report are based on information available as of the date of this report. Actual results may differ significantly from those

forecasts.

3 Qualitative information about consolidated financial status
(1)Assets, lfabilities and net assets
- Assets
Currents assets increased by 4.4% from the end of the previous consolidated Fiscal Year, to 101,976 million yen. That was mainly because
promissory notes and accounts receivable increased by 5,510 million yen, inventories increased by 8,832 million yen and deferred income fax assets
increased by 1,389 million yen.
Fixed assets increased by 1.3% compared to the previous consclidated Fiscal Year, to 72,294 miliien yen.
As a result, total assets increased by 3.1% compared to the previous consclidated Fiscal Year, to 174,270 million yen.
- Liabilities

Current liabllities increased by 19.4% compared to the previous consolidated Fiscal Year, to 37,151 million yen. Although tax liabilities increased by

_6_
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6,641 million yen and allowance for product warranties by 744 million yen, short-term bank Ioans decreased by 804 million yen.
Fixed liablities decreased by 22.3% compared to the previous consolidated Fiscal Year, to 5,357 million yen. That was mainly due to reductions of 1,337
million yen in bends with stock acquisition rights.
As a result, total llabilities increased by 11.9% compared to the previous consolidated Fiscal Year, to 42,508 million yen.
* Net sales
Total net assets increased by 0.6% compared to the previous consolidated Fiscal Year, to 131,761 million yen. A major reason for the increase was
purchase of treasury stock, 10,292 million yen although 15,975 million yen were recorded as net income and 1,350 million yen increased in capital and

capital surplus received from the exercise of stock acquisition rights of the bonds.

(2)Cash flow during Fiscal Year 2007
{Unlts : mllions of yen)

59" term 60™ term
., . Change
Fiscal Year 2006 Fiscal Year 2007
Cash flow from operating activities 23,408 14,155 A9,339
Cash flow from investing activities 48,082 213,454 L5371
Cash flow from financing activities £16,989 A13.131 3.858
Cash and cash equivalents at the end of the fiscal termn 28,959 17,916 £512,042

Cash and cash equivalents at the end of consolidated Fiscal Year 2007 were 17,916 bilion yen, a decrease of 12,042 billion yen from the previous
consolidated Fiscal Year.

Factors which affected the cash flow for consolidated Fiscal Year 2007 are shown below.

-Cash flow from operating activities
Net operating cash flow increased by 14,155 billion yen {previous Fiscal Year: 23,495 billion yen increase) due to the recording of the following items:
27,708 billion yen in pre-tax net profit, a 6.719 bilion yen increase in accunts receivable , a 9,881 billion yen increase in inventory , 2 6,464 blllion yen

increase in corporation tax etc.

- Cash flow from investing activities
Net investment cash flow decreased by 13.454 blliion yen (previous Fiscal Year: 8,082 bilion yen decrease) due to outlay of 8,105 billion yen for the
purchase of tanglble fixed assets , 2,090 billion yen for the purchase of intangible fixed assets , 1,444 billion yen for purchase of affiliated company's stock ,

917 billion yen for the purchase of investment securities and income of B66 billion yen from the sate of tangible fixed assets.
- Cash flow from financing activities
Net cash flow from financing activities decreased by 13,131 billion yen (previous Fiscal Year: 16,989 billion yen increase) due to outlays of 804 billion yen

for the repayment of short-term debt , 4,721 billion yen for dividend payments and 10,291 billion yen for the purchase of treasury stock.

(3)Trends in cash flow indices

57" term

Fiscal Year 2004

58™ term

Fiscal Year 2005

59" term

Fiscal Year 2006

60" term

Fiscal Year 2007

Shareholders' equity ratio {%) 71 71.5 77.2 T74.7
Shareholders' equity ratio at market value (%) 733 140.0 159.4 96.3
Cash flow to interest bearing loans ratio (%) 279.6 67.3 6.4 4.9
interest coverage ratio (times) 49.7 155.7 464.6 407.7
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(Notes}
Shareholders' equity ratio: Shareholders' equity / total assets
Shareholders equity ratio at market value: Market capltalization / total assets
Cash flow to interest bearing loans ratio: Interest-bearing liabilities / operating cash flow
Interest coverage ratio: Operating cash flow / interest payments
# These indices are calculated based on consolidated financial figures.
¥ Market capitalization is calculated on ¢closing share price at end of term x outstanding shares {(excluding treasury stock) at end of term
3% For cash flow, we used "Cash flow from operating activities” from the consoclidated cash flow statements,
Interest-bearing fiabilities Include alt liabilities on the balance sheets that incur interast.  For the interest payments, we used the “Interest pald” on the

consolidated cash flow statement.

4 Basic Policy for Profit Distribution and Dividends for This Term and Next Term

For our sharehclders with their good understanding of machine tools, a typical capital good that supports manufacturing throughout the world, we shall
work to increase our corporate value. The base dividend {minimum level of dividend) is decided based on a dividend on equity ratio {DOE) of 3%, and If
certain business results are obtained, we shall add a return of profit that is based on those results to the base dividend fo attain a dividend payout ratio of
30% or higher. On an intermediate and long term basis, we aim to increase the base dividend.

Internally retained funds shall be used for the enhancement of production equipment and development investment focusing on new core products and
new technology, with the aim of strengthening market competitiveness. For the March 2008 term, the mid-term dividend is 25 yen and the end of term
dividend is 25 yen for a yearly total of 50 yen per share. For the March 2009 term, we are planning a mid-term dividend of 25 yen and an end of term

dividend of 25 yen for a yearly total of 50 yen per share.

5 Business risks

The following factors may have major influences on investors’ judgements.

Predictions concemning the future in this material are based on the information available to the Meri Seiki Group at the end of consolidated Fiscal Year
2007

{1)Economic conditions in major markets {tapan, Americas, Europe, Asia, efc.}

The Mori Seiki Group's sales by region for this Fisca! Year were: Japan 37.9%, Americas20.8%, Europe 28.7%, Asia Oceania12.6%. If demand for the
sale and supply of Mori Selki Group products and services declined in any of these regions, this could have a negative effect on the Mori Selki Group's

business results.

(2)Sudden changes in demand for investment in plant and equipment

The machine tool industry is traditionally said to be susceptible to fluctuations in economic conditions, but the economic development in Asia and the rise
of the markets for BRICs and central Europa means that a good balance is emerging between the regional machine tool markets in lapan, the Americas,
Europe and Asia , and new regions. For this reason, we beligve that change to demands of our products will be less volatile in the future. However, if for
whatever reason demand for investment in plant and equipment felt simultaneously in Japan, the Americas, Europe, Asia , and new regions this could have

a negative effect on the Mori Selki Group's business results.

(3)Dramatic changes in the exchange rates of the US$ or the Euro against the yen

Mori Selki Group's operations, business results and financial condition are affected by fluctuations in exchange rates. These fluctuations could influence
the value of assets and liabilities resulting from Mori Seiki Group's global transactions, which would be converted into Japanese Yen. Currency fluctuation
could also affect the prices and amount of sales of products and services which are sold In foreign currencies.  In order to mitigate these problems, we have
been working on increasing our sates ratio in Europe and In Asia, and achieving balance between yen-denominated transactions in Japan and Asia, US$-

denominated transactions in the USA and Euro-denominated transactions in Europe.  In spite of these efforts, fluctuations in the exchange rates could still
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have a negative effect on the Mori Selki Group's operations, business results and financial condition.

(4)Dramatic changes in the costs of natural resources or raw materials
Mori Selki Group’s policy is to adequately raise prices of our products in response to increases in cost of raw materials, Sudden, unforeseen increase of

material costs over our assumption could still have a negative effect on the Group’s business results.

{5)Risks concerning export controls

Significant changes to the regulations and laws among countries and regions into which the Mori Seiki Group is expanding could have an effect on the
Group’s operations, business results and financial conditions. Machine tools, which are Mori Seiki Group's core business, are classified as strategic goods,
and are subject to regulations under the framework of intamational export controls.  If regulations concerning strategic goods are tightened in response to

changes in the international situations, this could have a negative effect on the Mori Selki Group's operations, business results and financial condition,
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Outline of the Mori Seikl group

The group consisis of Mori Selki Co., Ltd, 33 consolldated subsidiaries, and 6 affiliated companies. The group's principal activities are the manufacture
and sale of machine tools {machining centers, CNC lathes, and other finished products), and insurance agency.

The structure of the group is shown in the diagram.

r
} Domestic Manutacture Ingurance gency Domastic Mznufactune Development and sale of machine tool softwzre
O Wod Seiid Techno, L2d.
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i &
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i y L 2 y L 4
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1
—
Products
Pams
|
Owerseas Sale and Manufacture Products
Fans O Wori Seld teemationl Sa Pans

¥ TOBLR 5.A. 8
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0 wor Seiki U.5.A, INC.
O Talyo Keki Co.. bad. Products O Worl Seid Trading, Lrd. Products O Mori Sed Gmb.H.
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O Worl Seiki (Taiwan) CO., Lid,
O Mor Selkd BRASIL LTDA
O Mori Selld HONG KONG LTD,
0O Mo Seili MEXICO, S.A DECV
O Mo Seiki (THAILAND) CO., LTD.
O Morl Selld (Shanghal) Co., 1td,
Products Products Products © Mon Seikd KOREACO., LTD,
Pans Pans Q) PT. vori Seiki INDONESIA
0 Mori Swiki AUSTRALIAPTY LIMITED
0 MS SYFRAMD S.AS.
X Mo Seli TECHNO G.m.b.H.
O Mo Sedki India Priwate LTD,
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Customers

©: Consofidated subsidiaries
Wiz Hon-consolidated subsidiaries
& Equity -method affiiatas

The business activities of the group's consclidated subsidiaries, non-consolidated subsidiaries, and affiliated companies Is shown below.
Consolidated subsidiaries

Sale of machine tools {machining centers, CNC lathes, and other finished products)

Mori Seiki U.S.A., INC,, Mori Seiki G.m.b.H., Mori Seiki (UK) LTD., Mor Seiki FRANCE $.A., Mori Seiki ITALIANA §$.R.L., Mori Seiki ESPANA S.A_, Mori Seiki

SINGAPQRE PTE LTD, Mori Seiki (Taiwan) Co., Ltd., Mori Saiki BRASIL LTDA., Mori Seiki HONG KONG LTD., Mori Selki MEXICO, S.A. DEC.V.,

(10} ./ 9/4/2008 5:15:43 PM (6/21/2008 1:22:00 PM) ./ sor_dec




Mori Seiki (THAILAND) CO., LTD., Mori Selki {Shanghai) Co., Ltd., Mori Seikl KOREA CO., LTD., PT. Mori Seiki INDONESIA, Mori Seiki AUSTRALIAPTY
LIMITED, MS SYFRAMO S.A.S.,

Mori Seiki India Privat LTD. . Mori Seiki Istanbul Makita San.ve Tic. Ltd. Sti.,
Mori Seiki Trading, Ltd.

Development and sale of machine tool software

Digital Technology Laboratory Corporation

Manufacture and sale of grinders and other finished products

Taiyo Koki Co., Lid.

Overhaul of used machine tools

Monl Seiki Techno, Ltd.

Manufacture and sale of auto parts, metal mold components, and machine tools components
Mori Seiki High Precision Machining Laboratory, Ltd.

Sales of machining centers, .ig borer, and other finished products

Mori Seiki International SA

Non-consolidated subsldiaries

Sale of machine toots (machining centers, CNC lathes, and other finished products)
Mori Seiki TECHNC G.m.b.H., Morl Seik MANUFACTURING (THAILAND) CQ.,LTD.
manufacture and sale of machine too!l peripherats

TOBLER S.A.8.

Design, manufacture and sale of Mold Laboratory

Akishino Mold Laboratery Ltd.

Insurance agency

Mori Seiki Kosan, Ltd.

Other Non-consclidated subsidiaries

Equity-method affiliates

Manutacture and sale of cast products, processed machine tools, and other finished products
Watanabe Seikosho Co., Ltd.

Sale of machine toels {machining centers, CNC lathes, and other finished products)
Morl Seiki Moscow LLC

Non-equity method affiliates

Import of machineries sale for synthetic resin | fiber production

ITOCHU Ptamac Corporation and three others
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Business Plan

1. Mor Seiki's basic management policy
As a machine tool manufacturer, Mori Selkl Group strives to achieve its basic management policy, which is “lo provide customers with innovative, accurate
and trouble-free machines with excellent service and at competitive prices.” We are aiming to become Global One in numerically controlled lathes,

machining centers, multi-axls machines and grinding machines.

2. Target performance indicators

Morl Seiki Group purposes to become the number one company among the global machine tool industry by bullding a solid corporate structure—and
responding quickly to the rapidly changing business environment and market trends. We believe that improving our profit margin is essential in achieving our
pursuit.  Our Group's target is to constantly achieve a consolidaled operating income to sales ratio 10% or more, and we strive to improve both corporate

value and shareholder profits.

3. Intermediate and Long Term Business Strategy

Our group is advancing the "PQR555" second intermediate-term business plan to be implemented during the three years from 2008 to 2010. Our basic
policy is “"Growth shall be maintained through stable growth in mature markets and aggressive expansion of share in emerging markets, A global business
system shall be astablished based on a pursult of high standards of talent, quality, and risk management. Through these efforts, we aim to become Glabal
One.” Regarding “PQRS55",“P" stands for “People”, "Q" for “Quality", “R" for "Risk Management®, and "555"are our target numbers. n "PQR555", by
providing "first<class customers” with "first-class products” and by having *firsi-class employees” provide ™first-class service”, we have established the three
goals below based on the vision of beceming “Globat One”,

(1)Maintaining Growth

For consolidated sales, our goal is a 15% share of the total value of machine too! orders as reported by the tapan Machine Tools Builder's Association.

While pursuing stable growth in the mature markets of Japan, Europe, and the Americas, our goal for annual growth in rapidly growing emerging
markets such as BRICs is 25%. We will also work to expand our share of strategic industries such as the automotive industry, aeronautical industry, energy
industry, and precision machinery industry.

For this purpose, we will develop new models centering on large machines and aggressively bring these models to market. We are building new
buildings including the Machining Plant and the Assembly Plant for large machines in the Iga Campus, and are strengthening our production capacity. We
will open new Application Centers and Technical Centers in emerging markets and strengthen our marketing activities.

(2)Strengthening Profitability

To further increase profitability, we shall pursue reductions of prime cost and sales management expenses, aiming for a consclidated cast of sales ratio
of 55% and selling, general and administrative expenses ratio of 25%.

To achieve these goals, we shall work to reduce prime cost at the design stage, as well as increase production efficiency and physical distribution
efficiency. We shal! establish targets for each of these expenses and implement results-based budget management in order to reach the target numbers
indicated above.

{3)Establishing a Global Management Quality

We will build a system to attain the goals of “PQR555" by hiring talented people and putting increased resources into employee education in order to
develop talent that can work effectively on a global stage.

Regarding quality, to further our pursult of high-precision, high-efficiency machiping. we will set detaited precision goals for all models and make
meticulous improvements to increase customer satisfaction.

Regarding risk management, we shall emphasize strict observance of laws and regulations, strengthen safety and health activities, strengthen trade
control for security, and work to thoroughly implement our internal system for financial reporting and management. Through these efforts, we shall establish

a global quality of business.
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4. Issues
With soaring crude oil and raw material prices, curency fluctuation risk, and intensifying competition, the economic climate surrounding our group grows
more and more difficult.
Steady progress has been made toward the goals of our first intermediate-term business plan*Mori-566PLAN", however, this has been helped by strang
orders and a weak yen. In our "PARS555" second intermediate-term business ptan to be implemented during the three years from 2008 to 2010, we will work

to build a stronger corporate structure that is capable of achieving our business targets regardiess of order conditions and the exchange rate.

{1)Product Quality
We recognize that the biggest risk of betraying customer expectations and damaging our business comes from product quality problems. We focus on
product quality in all of the ways in which if relates to products and the customer, from developmant and manufacturing to sales and service, and strive to
Increase customer satistaction. With regard to service in particular, our Iga and Chiba Service Centers handie service calls and provide customer support in
Japan 24/7, 365 days a year. Beginning last year, we increased our service parts stock so as to maintain a rate of dispatch of 95% within 24 hours of order
reception, and by means of this we aim to further strengthen cur world-leading high-speed maintenance system based on our Service Centers, Technical
Centers, and Parts Centers inside and outside Japan. To further increase customer satisfaction, we extended our product warranty period from one year to
two years in April of 2007, Our group will continue to implement key policies to improve product quality in the future.
(2)Trade Controt for Security
In recent years international concern about the spread of weapons of mass destruction and past stockpiling of conventlonal weapons has grown more
acute, Qur group has established internal rules {a compliance program) for compliance with export laws and regulations, and is strictly applying these rules.
In order to prevent non-permitted exportation, our company is leading the industry in equipping our equipment with a detector that disables the equipment if
it detects thai the equipment has been moved from the original installation site. We will continue to treat trade control for security as a critical issue.
(3)intemal Control System
In June of 2006, the Financial Trade Act (J-SOX Act) was passed. Beginning in March, 2009, this law requires that listed companies evaluate thelr
internal control system for financial reporting. In view of the importance of reliable financial reporting, our company, prior 1o the enactment of the act, created
a team within the auditing office that focuses exclusively on building an intemal control system, and we will be ready to place the system in operation in April
of 2009.
(4)Compliance’
In the area of compliance, it is important to elevate compliance awareness on the part of all managers and employees. Our managers have explained
the importance of compliance to all employees, set compliance policies, created a compliance hotline, and conducted education and training programs, Qur

Internal Auditing Department has put in place a system for monitoring law and regulation compliance.

The population of the Earth is expected to grow from 6.5 billion people to 9.0 billion people. This will lead to a growth of social lavels that seek an
improved quality of life, which will in turn cause an increased demand for higher quality industrial products. We can therefora expect an increasing demand
for the machine tools that are used to make these products. We plan to expand our sales bases and staff in all parts of the world, strengthen our service

system, and work to reach an even higher level of customer satisfaction, Our goal is to become Global One.
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Consolidated financial statement

Consolidated batance sheets

Pravious consclidated
fiscal year(A)
{March 31,2007}

Current consolidated
fiscal year(B)
(March 31 ,2008)

Change(B-A}
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Note Percentage ' Percentage | Amount
Bracket No. Amount{million yen) of total (%) Amounimillion yen) of total (%) | (million yen)
(Assets)
I Current Assets
1 Cash and deposit 20,959 17,984
2 Notes and account receivable 5 32,918 38,427
3 Inventories 29,904 38,744
4 Deferred income taxes 1,881 3.280
5 Consumption tax receivable 610 m
€ Other 2,704 2,853
7 Allowance for doubtful A28 A126
receivables
Total current assets 97,694 57.8 101,876 58.5 4,281
I Fixed assets
1 Property ,plant and equipment 1
{1) Bulldings and structure 23,067 25,448
(2) Machinery ,equipment and 7.004 8,152
vehicles
{3) Land ¥4 15,533 15,185
{4) Construction in progress 82 1,131
{5) Other 32 391
| I
Towl property plant and 49,400 29.2 53,808 309 4,390
equipment
2 Intangible fixed assets
(1) Represent goodwill 1,773 1,012
(2) Other 2,318 3427
Total Intangible fixed assets 4,092 2.4 4,439 2.5 347
3 Investments and other assets
(1) Investment in securities 3 15,709 11,541
(2)Long-term prepaid expenses 159 401
{3) Deferred income taxes 165 1,115
{4) Other 3 1,804 987
(5)Allowancefor Al
doubtful receivables
Totat i tments and oth
ot Invesiments and other 17,837 10.6 14,045 8.1 A3,792
assets
Total fixed assets 71,340 42.2 72,204 41.5 954
Total assets 169,034 100.0 174,270 100.0 5,235




Previous consolidated

Current consolidated
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fiscal year (A) fiscal year (B) Cl;a:ge
(March 31,2007) {March 31,2008) B-A)
Note . Percentag . Percentag Amount
Bracket Amount {million yen) e of total Amount {million yen}) e of total )
No. {miltion yen)
(%) (%)
{Liabilities)
I Current liabilities
1 Account payable 11,612 11,517
2 Short-term loans 1,500 696
3 Other accounts
6,786 6,962
payable
4 Accred expenses 476 637
5 Advances received 1,398 1.637
6 Accrued income taxes 4,982 11,623
7 Accrued consumption
P 48 42
taxes
8 Deferred tax
. 164 79
liabllities
9 Provision for
) 810 1,555
product warranties
10 Allowance for 158 163
executive bonuses
11 Other 3,166 2,237
Total current liabilities 31,104 18.4 37,151 213 6,047
O Long-term liabilities
1 Bonds with warrant 3920 2583
attached ’ '
2 Long-term debt 430 43
3 Deferred tax liabilities 844 643
4 Deferred tax
liabllities on reserve for land ¥4 1,699 1,699
revaluation
Total long-term liabilities 6,804 4.4 5,357 31 1,537
Total liabilities 37,998 225 42,508 24,4 4,510




Previgus consolidated

Current consolidated
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fiscal year (A) fiscal year (B) Change
{March 31,2007) {March 31,2008) (B-A)
P 4] P n
Bracket I:Io;.e Amount {million yen) ee::e to::]g Amount (million yen) ee:;etoilg (m'::::;u:;n)
(%) (%)
{Net worth)
1 Shareholders'equity
1 Commen stock 32,022 32,698
2 Capital surplus 45,328 45,429
3 Retained eamings 53,085 56,750
4  Treasury stock £5,368 £4,768
[Total shareholders’equity 125,968 74.5 130,109 74.6 4,141
I Adjustment gaines and
losses
1 ::;ut.:g::lized holding gain on 4,559 1,570
2 Deferred hedge profits £1.341 A1,026
3 Reserve for land revaluation 4 1,545 1,545
4 Transiation adjustment 5240 A1,984
Total adjustment gaines and losses 4,522 2.7 104 0.1 Ad,417
M Wamant - - 369 0.2 368
IV Minority interests 545 0.3 1177 0.7 631
Total net worth 131,036 77.5 131,761 75.6 724
Total liabilities,net worth 169,034 100.0 174,270 100.0 5,235




Consolidated Statement of income
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Previous consolidated Current consolidated
fiscal year (A) fiscal year (B) Change
(April 1,2007 1o {April 1,2007 to (B-A)
March 31,2008) March 31,2008)
Percentag Percentag
Bracket Note Amount (million yen) o of fotal Amount {million yen) e of total f\rﬁount
No. , (million yen)
(%) (%)
I Netsales 172,262 100.0 202,260 100.0 29,998
I Costof sales 102,312 59.4 116,198 57.4 13,885
Gross profit 69,949 40.6 86,062 42.6 16,112
o Seling, | and .
e7ing.general an %1.2 44,906 26.1 54,759 274 9,853
administrative expences
Operating income 25,043 14.5 31,302 15.5 6,259
IV Non-operating Income
1 Interest income 133 189
2 Dividend income 107 216
3 Equity method income 45 60
4 Other 235 522 0.3 385 860 0.4 338
V  Non-operating expenses
1 Interest expense 47 27
2 Foreign exchange loss 339 3,088
3 Fees and commissions 218 a3
4 Bond redemption expense 54 13
5 Other 187 848 0.5 285 3,498 1.7 2,649
Ordinary income 24,716 14.3 28,665 14,2 3,948
VI Extracrdinary income
1 Gai le of fixed
aifn On s5ale of NXe W3 57 &8
assets
2  Gainon sale of
Investments and other 5 -
assels
3 Reversal of allowance for
doubtful accounts 37 B4
4 Gain on variable equity - 101 0.1 182 346 0.2 244
VYl Extraordinary expenses
1 Loss onsale of .
M4 185 220
fixed assets
2 Loss ondisposal of 55 155 350
fixed assets :
3 .
L?ss on inventory %6 4.209 100
disposal
4 Loss on devaluation of
investments in securities 201 s41
5 Loss on devaluation of
investments and other 6 -
assets
6 Allowance for provision for
product warranties in the 657 5,415 3.1 - 1,303 0.7 £4,112
past fiscal year
Income before income taxes 19,403 11.3 27,708 13.7 8,305
Income taxes 5,308 12,885




Income taxes i
xes in the past _ 263
fiscal year
Income taxes-deferred £H2,202 3105 1.8 21,591 11,556 57 8,450
.MInorIty interests in net £102 AOA A176 201 AT3
income
Net income 16,194 9.4 15,975 79 H219
— 18 —
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Consoiicated Statement of changes in stockholders equity

Current consolidated fiscat year (April 1,2006 to March 31,2007)
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Owners'equity
Treasul 13
Common Stock Capital Surplus Retained Eamings reas (?; :toc at Total owners’ equity
Balance as of year March 31 2006
29,285 42,529 49,645 A3,867 117,593
{million yen}
Amount of changes in the fiscal year
Issue of new stock 2736 2,730 5,466
Dividends of retained eamings L3677 L3677
Dividends of retained eamings
1,852 1,852
(Medium dividends)
Bonuses to directors H142 AN142
Net income 16,194 16,194
Purchase of Treasury stock 2,564 £2,564
Disposal of Treasury stock B9 1,062 1,132
Reversal of reserve for land revaluation 46,181 06,181
Net amount of changes in the fiscal year
other than owners'equity -
Total amount of changes in the fiscal year 2,736 2,799 4,340 A1,501 8,375
Batance as of March 31,2007
. 32,022 45,328 53,985 A5,368 125.968
(mitlion yen)
Adjustment gains and losses
Net Minorl
unrealized | income of | Reserve for . ty Total of Net
R Translation | Total of Net Interests Income
gains and deferral land ,
. adjustment worth
losses on hedge revaluation
securities
Balance as of year March 31 2006
4,576 - A4636 A1,186 1,246 425 116,772
(million yen)
Amount of changes in the fiscal year
Issue of new stock 5,466
Dividends of retained eamings A36TT
Dividends of retained eamings
A1,852
(Medium dividends)
Bonuses 1o directors £142
Netincome 16,184
Purchase of Treasury stock £H2,564
Disposal of Treasury stock 1,132
Reversal of reserve for land revaluation 458,181
Net amount of changes in the fiscal year
other than owners‘equity AH16 51,341 6,181 945 5,768 120 5,888
Total amount of changes in the fiscal year A18 1,341 6,181 045 5,768 120 14,263
Balance as of March 31,2007
) 4,559 1,341 1,545 45240 4,522 545 131,036
{million yen)




Current consolidated fiscal year {April 1,2007 to March 31,2008)
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Owners'equity
Treasury Stock at
Common Stock Capital Surplus | Retained Eamings (_Z, o Total owners' equity
Balance as of year March 31 2007(million yen) 32,022 45,328 53,985 A5,368 125,968
Amount of changes in the fiscal year
Issue of new stock 676 674 1,350
Dividends of retained eamings £2,305 £2,305
Dividends of retained eamings
£H2,436 £H2,A436
(Medium dividends)
Net income 15,975 15,975
Purchase of Treasury stock £H10,292 510,292
Disposal of Treasury stock A163 2,205 2,042
Extinguishment of Treasury stock A410 AB276 8,687 —
The amount of e.amed surpluses decrease with A143 A143
the new connection
Th f I
e arnount' 0 eamec! surpluses decrease with A8 Ads
the connection exclusion
Net amount of changes in the fiscal year other
than owners'equity -
Totat amount of changes in the fiscal year 676 100 2,764 800 4,141
Balance as of March 31,2008 {million yen) 32,698 45,429 56,750 A4,768 130,109
Adjustment gains and losses
Net "
unrealized | Income of | Reserve for [Translation share Minarity | Total of Net
. . Total of Net | warrant | Interests income
gains and deferral land ladjustment worth
losses on hedge | revaluation
securities
Balance as of year March 31 2007 {miliion yen) 4,559 | A1,341 1,545 A240 4,522 - 545 131,036
Armount of changes in the fiscal year
Issue of new stock 1,350
Dividends of retained eamings AH2,305
Dividends of retained eamings
£2,436
(Medium dividends)
Net income 15,975
Purchase of Treasury stock £510,292
Disposal of Treasury stock 2,042
Extinguishment of Treasury stock -
The amount of eamed surpluses decreasse with
. 5143
the new connecticn
The amount of eamed surpluses decrease with A4s
the connection exclusion
Net amount of changes in the fiscal year other
than owners'equity 2,958 314 —_ 1,743 HA417 369 631 A3.416
Total amount of changes in the fiscal year A2.988 314 - A1,743 A4,417 369 631 724
Balance as of March 31,2008  {million yen) 1,570 41,026 1,545 1,984 104 369 1,177 131.761




Consolidated Statement of Cash fiows

Previous consclidated

Current consolidated

ftscal year(A) fiscal year(B) Change
(April 1, 2006 to {April 1, 2007 to (B-A)
March 31, 2007) March 31, 2008)
Section Note Amount {million yen ) Amount (million yen } (m:;;:u;:n )
I Cash flow from operating activities
1 Income before income taxes and mincrity interests 19,403 27,708
2 Depreciation and amortization 4082 6,330
3 Loss on sale of fixed assets 185 220
4 Loss on disposal of fixed assets 165 350
5 Loss onimpairment of fixed assets 4,209 190
6 Gain on sale of fixed assets AST ABB
7 Loss on devaluation of investments in securities 201 541
8 Profit on sale of investments in other L5 —
9 Share change profit - A182
10 Amonrtization of represent goodwill 703 798
11  Stocks reward expense - 369
12 Equity method Income AH45 ABD
13 Loss on devaluation of investments in assets [ -
14 :Lzr::;e in Benuses to directors and statutory 158 163
15 Bond redemption expense 54 13
16  Increase in allowance for doubtful receivables A8 £158
17 Increase in allowance of products wamranty 810 T22
18 Interest and dividend income £H240 £H405
19 Interest expense 47 27
20 Unrealized exchange gain £845 800
21 Increase in trade receivable H1,789 46,719
22 Decrease {increase} in inventories 25,681 £A9,981
23 Increase (decrease) in accounts payable 1,812 £H303
24 Decrease in uncollected consumption tax A263 £H101
25 Increase (decrease) in unpaid consumption tax 7 Hd
26 Decrease in other accounts payable 2.227 187
27 Beoenuses to directors and statutory auditors £142 £H158
28 QOther AB36 H20
Sub-tota! 25,048 20,261
29 Interestand dividend income received 238 393
30 interest paid A50 A34
31 Income tax {paid} refunded A1,741 A6,464
Cash flow from operating activities 23,495 14,155 £8,339
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Previous consolidated
fiscal year(A)

Current consolidated
fiscal year(B)

Change
{April 1, 2006 to {April 1, 2007 to (B-A)
March 31, 2007) March 31, 2008)
Secti Note Amount(millien yen ) Amount{million yen ) Amount
ection ye 4 million yen )
I Cash flow from investing activities
1 Net change in fixed-term deposits -— NEB
2 Increase in investments in securities 21,535 AT
3 Proceeds from sale of investment securities 1,845 41,444
4 Increase in investment in a subsidiary and an affiliate AS7 .
companies
§ Acquisition of stock In consolidated subsidiaries due tof 11 -
change in consoiidated group
6 Increase in investment for affiliate companies 4,855 866
7 Prcc.eeds from a'djustment for stock of A5.936 £9.105
affiliatecompanies
8 Proceeds from sale of property, plant and equipment £2,449 A2,000
9 Purchase of property, plant and equipment — 5307
10 Purchase of loan for long-term advance 969 -
11 Other £153 A38e
ICash flow from investing activities 28,082 A£13,454 A5,3T1
I Cash flow from financing activities
1 Increase (decrease) in shor-term bank loans 180 AB04
2 Proceeds from long-term debt A10,208 -
3 Proceeds from disposal of Treasury stock 1,132 2,042
4 Purchase of Treasury stock 2,563 A10,291
5 Cash Dividend 265,530 A4, 721
6 Proceed from minority interests - 643
Cash flow from financing activities 216,989 £13,131 3,858
v Eﬁec';t of exchange rate changes on cash and cash) AdB A224
equivalents
V Increase {decrease) in cash and ¢ash equivalents 1,623 A12,6583
IVI Cash and cash equivalents at beginning of the year 31,582 29,958
Vi Increase in cash and cash equivalents _ 613
VB Decrease in cash and cash equivalents - A2
X Cash and cash equivalents at end of the year 29,959 17,916 £12,042
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Notes related to the preparation of the consolidated financial statements

Previous consolidated fiscal year
{April 1, 2006 to March 31, 2007)

Current consolidated fiscal year
(Aprll 1, 2007to March 31, 2008)

1 Scope of consolidated group

{1) Cansoiidated subsidiaries

{2} Non-consolidated subsidiaries

23 consolidated subsidiaries

Names of principal consolidated subsidiaries:
Omitted due to inclusion in the description of

the cutline of Mori Selki group above.

Consolidated subsidiaries Morl Seiki DIATRIBUTOR
SERVICES,INC, and Mori Setki MID-AMERICAN
SALES INC.are omittad from the consolidated
accounts due to thelr assimilation by Mori selki
U.S.A.INC. (DISTRIBUTOR is 01/04/2006, MID-
AMERICAN is 01/07/2006)

MNon-consolidated subsidiary names
Mori Setki INTERNATIONAL, SA.
Mori Seiki TECHNO Gm.b.H.
AKISHINO KANAGATA institute.
Mori Seiki Leasing, Ltd.

Mori Seiki Kosan, Ltd.
Mori Seiki Machine Sales, Ltd.

Reasons for exclusion from consolidated group
All six non-consolidated subsidiaries are small in
scale. Their tota! assets, sales, consolidated net
income, and retained eamings are not significant
for the consolidated financial statements,

23 consolidated subsidiaries
Names of principal consolidated subsidlaries:
Omitted due to inctusion in the description of the
outline of Mori Selki group above
Mori Seiki INTERNATIONAL is
SA omitted from the consolidated accounts due to
importance.(01/04/2007)
Mori Seiki India Private LTD. and Morn Seiki
IstanbuiMakina, San VeTic. Ltd. Sti. are omitted
from the consolidated accounts due .Mori Seiki are
omitted from the consolidated accounts due to
importance. (31/03/2007})

Non-consolidated subsidiary names
Mor Seikl TECHNO G.m.b.H.
AKISHINO KANAGATA institute.
Mori Seikl Kosan, Ltd.

Morl Seikl MANUFACTURING
(THAILAND) CQ., LTD.

TCOBLER S.A.S.and 3others.

Reasons for exclusion from consolidated group
All eight non-consolidated subsidiaries are small
in scale. Their total assets, sales, consclidated
net income, and retained eamings are not
signlificant for the consolidated financial
statements.

2 Associated companies

{1} Associated companies to
which equity method applies
Company name

(2) Non-consolidated subsidiaries
and affiliated companies not
accounted by the equity method

{one company)
Watanabe Seiko's Co,, Ltd.

Names of consolidated subsidiaries and affiliatad
companies not accounted by the equity method
Non-consolidated subsidiaries

MoriSeikiiNTERNATIONAL,SA.

Mori Seiki TECHNO Gm.b.H

AKISHING KANAGATA institute

Mori Seiki Leasing, Lid.

Mori Seiki Kosan, Ltd.

Mori Seiki Machine Sales, Ltd.

Afflliated companies
Mori Seiki MOSCOW, LLC. and 4others.

Reason for non-application of the equity method
All six non-consolidated subsidiaries and
affiliates are small in scale. Their consolidated
net income and retained eamings are not
significant for the censolidated financial
statements are not important for the overall
group.

{TWO companies)

Watanabe Seiko's Co., Ltd.

Mori Selki MOSCOW, LLC.

Mori Selki MOSCOW, LLC. i s significant for the
consolidated financial statements.

Names of consolidated subsidiaries and affiliated
companies not accounted by the equlity method
Non-consolldated subsidiaries

Mori Seiki TECHNO Gum.b.H

AKISHINCG KANAGATA institute

Mori Setki Kosan, Ltd.

Mon Setki MANUFACTURING

(THAILAND} CO., LTD.

TOBLER 5.A.S.and 3others.

Affitiated companies
ITOCHU Plamac Corporation and 3others.,

Reason for non-application of the equity method
Unchanged
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Previous consolidated fiscal year
{April 1, 2006 to March 31, 2007)

Current consolidated fiscal year
{April 1, 200710 March 31, 2008)

3 Fiscal year end of consolidated

subsidiaries

Four consolidated subsidiaries have end-December

fiscal year-ends, and 19 have end-March year-ends.

Consolidated subsidiaries with end-December year-
ends are reported based on pro-forma financial

statements as of the consolidated close of accounts.

Five consolidated subsidiaries have end-December
fiscal year-ends, and 20 have end-March year-ends.
Consolidated subslidiaries with end-December year-
ends are repartad based on pro-forma financial
statements as of the consolidated close of accounts.

4 Summary of significant accounting
policies
{1) Assets

@ securities

Other investments in securities
Securities with determinable market value
Stated at market value as of the tast day of the
period. Unrealized holding gains {losses) are siated
in the Shareholders’ Equity portion of the balance
sheets, The cost of securities sold is determined
based on the moving-average method

Securities without determinable market value
...... Stated at cost using the moving average
method

Other investments in securities

Unchanged

Securities without determinable market value
...... The cost of securities sold is determined
based on the moving-average method

@ Inventories

® Net liabilities resulting from
derivatives transactions

(2) Depreciation
(O Propeny, plant and equipment

Merchandise / Finished goods / Work-in-process
Stated principally at cost using the average methed
for domestic consolidated subsidiaries. Stated
principally on the first-in, first-out method for
overseas consolidated subsidiaries.

Raw materiats ...... Stated at cost using the moving
average method

Supplies......Stated at cost using the last purchase
price method

Stated at market value.

Declining balance method, although the
straight line method is used for overseas
consolidated subsidiaries.

Buildings acquired after April 1, 1998
{excluding fittings) are stated using the
straight {ine method. The ranges of useful
lives are

Buildings and structures: 7 to 50 years
Machinery, equipment and vehicles:
2 to 17 years
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Unchanged

Unchanged

Declining balance method |, although the straight
line method is used for overseas interim
consolidated  subsidiaries.
Building acquired after April 1, 1988 {excluding
fittings) are stated using the straight line method.
The ranges of useful lives are
Buildings and structures :

7 to 50 years
Machinery, equipment and vehicles :

2to 17 years

{Changes in accounting)
We have changed our depreciation
procedure based on an amendment in corporation

tax law {partial amendment in income tax taw No.§

dated March 30,2007
and partial amendment in income tax law

enforcement order No.83 dated March 30 2007) fol

the tangible assets acquired on

and after April 1,2007.

The impact of the change is {0 reduce
consolidated gross profit by 211 million yen, and
operating income, ordinary income, and net
income before taxes by 231 million ye

n.
The impact on individual segments is noted as
relevant.

(Additional information)
As for tangible assets acquired on and before
March 31, 2007  are equally depresiated over 5
years from the year after tangible assets are
thoroughly depreciated to the limits of depreciable
amount.
The impact of the change is to reduce
consolidated gross profit by 200 million yen, and
operating income, ordinary income, and net
income before taxes by 204 million yen.
The impact on individual segments is noted as
relevant.




Previous consolidated fiscal year
{(April 1, 2006 to March 31, 2007)

Current consolidated fiscal year
(April 1, 200710 March 31, 2008)

@  Intangible fixed assets

(3) Standard for inclusion of reserves

(DAllowance for doubtful receivables

@provision for product warranty

@provision for directors’ bonus

{4) Conversion of foreign
curency-denominated assets
and liabilities of consolidated
group companies

(5) Method of accounting for major
lease transactions

(6) Hedge accounting

(Dhedge accounting

@ltems to be hedged,
and methodology

@Hedging policy

@Assessing effectiveness

{7} Other significant issues
Consumption tax

Straight line method
However, goodwill are calculated by the straight line
method over 5-10 years, software for sale is
calculated by the forecast sales period (three years),
and software for in-house use is calculated by the
period of potential usage {five years)

The Company bases Its provisioning for future bad
debts on actual default ratios. Specific doubtful
receivables considered to be non-recoverable are
provisioned against individually.

The Company recorded provision for product
warmanty based on ratio of actual payment against
sales in the past in preparance for its payment for a
pricd of charge-free warranty on products.

The company recorded provision for directors’
bonus based-on an estimated payment amount
inpreparance for its payment.

Foreign currency-dengminated receivables and
payables of consolidated group companies are
transtated into yen at the fiscal year end rates. Gain
or loss resulting from such transiation adjustments
is created or charged to net asset as incurred.
Foreign currency-denominated assets and liabilities
of overseas consolidated subsidiaries are transiated
into yen at the fiscal year end rates. Revenues and
costs are translated into yen at the average
exchange rate during the term, and the difference is
included as foreign currency statements translation
adjustments in the minonity interests and
shareholders' equity sections of the balance sheets.

Finance leases other than those which transfer
the ownership of the leased property to the
Company and its consolidated subsidiaries are
ascounted for as normal operating leases in the
case of domestic subsidiaries. Leases at overseas
consolidated subsidiaries are accounted for as
normal transactions.

The gain {loss) on derivatives designated as hedging
instruments is deferred until the loss or gain on the
underlying hedged item is recognized.

Hedge methodology...Foreign exchange hedges
ftems hedged...Foreign urrency-denominated
transactions

In respense to risk-hedging needs retated to foreign
exchange rates and interest rates for customers, the
Company and its consolidated subsidiaries use
derivative transactions for hedging risk with the aim of
appropriate market risk management,

The effectiveness of a cash flow hedge is assessed
based on the correlation between a base interest
rate index of the hedged cash flow and that of the
hedging instrument

Sales are included net of consumption tax.

Unchanged

Unchanged

Unchanged

Unchanged

Unchanged

Unchanged

Unchanged

Unchanged

Unchanged

Unchanged

Unchanged

5 Assets and liabiliies of consolidated
subsidiaries

Assets and liabllities of consolidated subsidiaries are
stated at market value,

Unchanged

6 Amortization of goodwlil and negative
goodwill

Amaortization of goodwiil and negative goodwill
is on a straight line basis over five — ten years.

Unchanged

7 Definition of current assets in th
consolidated Statement of Cashfiows

Current assels are defined as cash in hand,
immediately redeemable deposits, and other
deposits that can be easily converted into cash, as
well as short-term investments with redemption dates
within three months of the date of acqulsition, and
which entail only minimal risk of price change.

Unchanged
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Change in Accounting

Previous consolidated fiscal year
(Aprit 1, 2006 to March 31, 2007)

Current consolidated fiscal yea
(April 1, 2007 to March 31, 2008)

{Accrued warranly cost)

Repair cost of manufactured goods under charge-free guarantee
had been recarding as expense traditionally when we make
payment. Bul from the current fiscal year, this method is changed
to posting accrued warranty cost based on ratio of defrayment
against sales of the past. This change is {0 improve

“penodic accounting of profit and loss™ by matching repair
cost of change-free guarantee and income at the time of
delivery because the imporiance of management of this cost ig
increasing,

153 million yen of the provision of the reserve for cumrent consolidated
fiscal accounting year is posted as general administrative and

selling expenses and 657 million yen of the past fiscal year is

posted as extraordinary charge  with this change. Compared to
traditional standard,

“operating profit” and "current profits™ decrease 153 million yen

and “income before income taxes and athers” diminish

810 million yen,

Meanwhile, the effect on the segment information is described in
coresponding section.

{ Accounting standards regarding indication of net assets of
balance sheet)

“Accounting standards regarding indication of net assets of
balance sheet” (Administration of financial accounting standards
g™ DEC.2005 financial accounting standards Article 5)

and “Application guideline of

accounting standards regarding indication of net assets of

balance sheet”

(Administration of financial accounting standards 9 DEC.
2005 application guideline of financial accounting standards
Article 8) apply to

accounting standards from current consclidated fiscal year,

There is no impact to profit and loss by this application.

Meanwhile, amount of the equivalent of raditional “equity

saction” is 131,832miliion yen.

Consolidate financial statement of current consolidated fiscal

year is made by rule of revised consolidate financial statiement.

{Accounting standards regarding board members' bonus)
“Accounting standards regarding board
members’ bonus™(Administration of financial accounting
standards 29" NOV, 2005 financial accounting standards
Adticle 47) apply to accounting standards from current
consolidated fiscal year. With this changes, operating profit,
current profits and net income before taxes and other
adjustments decrease 158 million yen, compared established
standard.
Meanwhile, the effect on the segment information is
described in corresponding section.

Change of display method

Previous consolidated fiscal year
(April 1, 2006 to March 31, 2007)

Current consolidated fiscal yea
{April t, 2007 to March 31, 2008)

{consolidated balance sheet)
Consolidated adjustment account of "goodwill” and “other” of
intangible fixed asset in preceding consolidated fiscal year are
described as “represent goodwill” from current consolidated fiscal year.

{consolidated statement of cash flows)
“Amortization of goodwill * of "Amartization of consolidation
accoun! adjustment” and "Depreciation” in preceding
consolidated fiscal year are described “Amortization of represent
goodwill® from cument consolidated fiscal year.
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Notes

{Consolldated balance sheets)

Previous consolidated fiscal year
(April 1, 2006 to March 31, 2007)

Current consolidated fiscal yea
{April 1, 2007 to March 31, 2008)

#1 Cumulative depreciation of
ptant and equipment

property, 68,593 million yen

2 Contingent liabilities
Contingent liabilities on lease payments
by customers (Komatuski and 346
others}

2,458 miliion yen

¥3 Notes related to nen-consolidated subsidiaries and Affiliated

companies

Investments in securities {stock)
Investments and other assets
Other (capital)

3,016 million yen
137 million yan

3#4 The Company revalued its land for operational usage in accordance
with the laws on land revaluation. The resulting revaluation difference,
net of the applicable tax effect on revaluation gain, has been stated as
component of shareholders' equity, 'reserve for land revaluation’,
andthe applicable tax effect has been included In ‘deferred income
taxes on reserve for land revaluation'. As a result, 1,699 million yen is
included as part of liabilities and, and a negative 1,545 million yen in
shareholders’ equity.

{1) Method of revaluation
The value of the land is calculated in accordance with the
laws on land revaluation, and adjusted appropriately.

(2) Date of revaluation March 31, 2002

(3) Differential between market
value of land at the end of the
term and the book value after
revaluation

43,089 miliion yen

3#5 The accounting treatment of the bill that receives the date on the day
of the end of the term does the setllement processing on the
clearing day.

In agdition, since this last day of a consolidated-financial-accounting
fiscal year was a holiday of the financial institution, the following
terminal date matured bill is contained in the term-end balance.
A bill receivable 117 million yen
6 Commitment line agreement
The Company has signed commitment line agreements with three
banks in order o procure working capital efficiently. The resulting
balance of loans not taken up at the end of the term is as follows:

Commitment ceiling 30,000 million yen
Borrowed -
Balance 30,000 million yen

#1 Cumulative depreciation of
plant and equipment

property. 71,138 million yen

2 Contingent liabilities
Contingent liabilities on lease paymenis

by cusiomers {Komatuskli and 388 2,339 million yen
others)

¥3 Notes relaled to non-consolidated subsidiaries and Affiliated
compantes

Investments in securities {stock)
investments and other assets
Other (caplial)

2,744 million yen
145 million yen

34 The Company revalued its land for operational usage in accordance
with the laws on land revaluation. The resuiting revaluation difference,
net of the applicable tax effect on revaluation gain, has been stated as
a component of shareholders' equity, ‘reserve for land revaluation’, and
the applicable tax effect has been included in 'deferred income taxes
on reserve for [and revaluation’. As a resuilt, 1,699 millien yen is
included as pant of liabilities and, and a negative 1,545 million yenin
shareholders’ equity.

(1) Method of revaluation
The value of the land is calculated in accordance with the
laws on land revaluation, and adjusted appropriately.

(2) Date of revaluation March 31, 2002

(3) Differential between market
value of land at the end of the
term and the book value after
revaluation

A2,661 million yen

6 Commitment line agreement
The Company has signed commitmment line agreements with three
banks in order to procure working capital efficiently. The resulting
balance of loans not taken up at the end of the term is as follows:

Commitment ceiling 40,000 million yen
Borowed —
Balance 40,000 million yen

7 Commitment line agreement
A domestic consolidated company has signed commitment line
agreements with two banks in order to procure working capital
efficlently. The resulting balance of loans not taken up at the end
of the term is as follows:

Commitment ceiling
Borrowed
Balance

12,000 million yen
696 million yen
504 million yen




(Consolidated Statements of income)

Previous consolidated fiscat year
{Aprll 1, 2006 to March 31, 2007)

Current consolidated fiscal yea
{(April 1, 2007 to March 31, 2008}

3¥:1 Principal items of selling expenses and general administrative

expenses # 1 Princlpal items of selling expenses and general administrative
Freight 7,851 million yen expenses
Sales promotion expenses 4,634 million yen Freight 9,503 million yen

Salaries and bonuses

Retirement benefits

Depreciation

Amortization of represent

gooawill

Fees and commissions

Research and development expenses
Accrued warranty cost

Director bonus resarve fund transfer

32 Total research and davelopment expenses
(general administrative expense}

11,185 miltion yen
310 million yen

1,642 million yen
703 million yen

2,616 million yen
3,553 million yen
153 million yen
158 million yen

3,553 million yen

Sales promotion expenses

Salaries and bonuses

Retirement benefits

Depreciation

Amortization of represent

goodwill

Fees and commissions

Research and development expenses
Accrued warranty cost .
Director bonus reserve fund transfer

32 Total research and development expenses
(general administrative expense)

4,893 million yen
13,307 million yen
336 million yen

2,131 million yen
798 million yen

4,441 million yen
4,550 million yen
736 million yen
163 million yen

4,550 million yen

¥3 Gain on sale of fixed assets (breakdown) ¥3 Gain on sale of fixed assets {breakdown)
Bulidings and structures 47 million yen Machinery, equipment and vehicles 59 million yen
Machinery, equipment and vehicles 8 million yen Land 8 million yen
Other (furniture and equipment) 1 million yen Soft ware 0 million yen
Total 57 million yen Qther {fumniture and equipment) 0 million yen

Total 68 million yen

%4 Loss on sale of fixed assets {breakdown) ¥4 Loss on sale of fixed assets (breakdown)
Buildings and structures 140 million yen Machinery, equipment and vehicles 11 million yen
Machinery, equipment and vehicles 4 million yen Land 207 million yen
Land 38million yen Other  {fumlture and equipment) 1 million yen
Other {fumiture and equipment) 1 million yen Total 220 million yen
Total 185 million yen

%5 Loss on retirement of fixed assets 3#5 Loss on retirement of fixed assets
Bulldings and structures 70 million yen Buildings and structures 122 mitlion yen
Machinery, equipment and vehicles 20 million yen Machinery, equipment and vehicles 74 million yen
Soft ware 44 million yen Soft ware 46 million yen
Other (fumiture and equipment} 19 million yen Other (fumniture and equipment) 107 million yen
Total 155 million yen Total 350 miltion yen
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Previous consolidated fiscal year
{April 1, 2006 to March 31, 2007)

Current consolidated fiscal yea
(April 1, 2007 to March 31, 2008)

36 Impairment losses

36 Impaimment losses

[The Company recognized the following impainment losses The Company recognized the following impairment losses
Use Type Location Value Vatue
Millions of yen Use Type Location Millions of yen
Seles Office Building Yokchama, Office Building
30 places Yokohama 1,283 Of  Taiwan Taipei, Taiwan 13
Land Oonojyo,Hukuoka moriseiki Land
2,018 76
Company Buitding Chiba,Chiba Total
house Nara,Nara 180
Domitory 4 Yamatokooriyama,N 153
places Land ara
Sagamihara
Kanagawa 233
idle Land Ikoma, Nara
2places Eniwa,
Hokkaido 520
Total
4,209
(Background) (Background)

The Company used the land and the building use as sales office and sof
on,The decision of sell off these assets in the current fiscal year, the
Company recognizes the impairment of their value.T h ese assets has|
been sold off at September 27,2006,

(Grouping}

Marketing and sales offices are deemed to be part of the Marketing HQ,
and production facilities to be part of the Manufacturing HQ. Idie land for]
which no fulure use is planned is grouped according to the type of
structure initially planned.

(Recoverable amounts in the calculation)
Recoverable amounts are measured at the assumed selling price.

The Company used the land and the building use as Taiwan moriseiki.
The decision of sell off these assets in the current fiscal year, the
Company recognizes the impairment of their value.

{Grouping)
Marketing and sales offices are deemed to be part of the Marketing HQ. and
production facilities to be part of the Manufacturing HQ. Idle land for which
no future use is planned is grouped according to the type of structure initially
planned.

(Recoverable amounts in the calcutation)
Recoverable amounts are measured at the appraisal of real estate agreed
value price.
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{Consolicated Statement of changes in stockholders equity)

Previous consolidated fiscal year{April 1, 2006 to March 31, 2007)

1 Certificated stock

Previousconsolidated . Current consolidated
Increase Decline
fiscal year fiscal year
Common stock 96,364,872 4,001,402 - 100,366,274
(Profile)
breakdown
Eexercise the stock acquisition right  of warrant bond 4,001,402 shares
2 Common stock of treasury
Previous consolidated ’ Current consolidated
Increase Decline
fiscal year fiscal year
Common stock 4,454 518 1,005,408 1,125,991 4,333,935
(Profile)
Breakdown of increase
Purchase of treasury stock (Decislon of Managing board) 1,000,000 shares
An increase by purchase of the stocks less than unit 5,408 shares
Breakdown of decline
exercise the stock acquisition right 1,124,500 shares
A decrease by purchase increase claim of the stocks of less than unlt 147 ghares
3 New stock reservation right etc.
None
4 Dividends
{1) Dividends
- . A t dividend Dividend of stok .
Decision Kind mour} wieen vigend of siake Record date Accrue validity
(million yen) (yen)
June 28, 2006
une . Common stock 3677 40 |  March 31, 2006 June 30, 2006
Annual general meeting
October 30, 2006
R Common stock 1,852 20 September 30, 2006 December 28, 2006
Managing board

(2) Dividgend whose accrue validity is in the next fiscal year in dividend whose record date is in the current fiscal year.

L . . A t dividend | Dividend of stok
Decision Kind Underling asset mmf"? rviden fvidend of sioke Record date Accrue validity
(million yen} (yen)
Jun . 7 \
une 28, 200 Commen stock Eamings 2,305 24 March 31, 2007 June 28, 2007
Annual general meeting
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Curment consolidated fiscal year{Aprl 1, 2007 to March 31, 2008}

1 Certificated stock

Previpusconsolidated ' Current consolidated
Increase Decline
fiscal year fiscal year
Common stock 100,366,274 988,338 4,879,300 96,475,312
{Profila)
Breakdown
Eexercise the stock acquisition right  of warrant bond 988,338 shares
Breakdown of decline
Repayment of treasury stock (Decision of Managing board) 4,879,300 shares
2 Common stock of treasury
Previous consolidated Current consolidated
Increase Decline
fiscal year fiscal year
Common stock 4,333,935 4,907,064 6,545,107 2,695,892
{Profile}
Breakdown of increass
Purchase of treasury stock (Decision of Managing board) 4,903,400 shares
An Increase by purchase of the stocks less than unit 3,664 shares
Breakdown of decline
Repayment of treasury stock {Decision of Managing board) 4,879,300 shares
Exercise the stock acquisltion right 1,665,500 shares
A decrease by purchase increase claim of the stocks of less than unit 307 shares
3 New stock reservation right etc.
compan Kind of the Nu.mber of stocks that become purposes  Ltd. Balance of Eng of
na:; 4 Breakdown stocks that End c_'f Previous End .Of cument | o, iment consolidated
become purposes consolidated fiscal] Increase Decrease [consclidated fiscal fiscal year{million)
year year
Submittin h h
g {Share DL!FC ase warrant as a Common stock _ _ - _ 169
company [stock oplion
total - - - - 369

(Note) First day of the right exercise period that share purchase warrant as a stock option is not come.

4 Dividends

(1) Dividends

Decision Kind Amm.lr.lt dividend Dividend of stoke Record date Accrue validity
(million yen) (yen)
June 28,2007 Common stock 2,305 24| March 31, 2007 June 29, 2007
Annual general meeting
N ber 5, 2007
ovenf er 3. 200 Common stock 2,346 25 Septernber 30, 2007 December 10, 2007
Managing board
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(2) Dividend whose accrue validity is in the next fiscal year in dividend whose record date is in the current fiscal year.

A v ividend of stok
Declsion Kind Undering asset mour?t dividend | Dividen stoxe Record date Accrue validlty
{million yen) {yen)
June 18, 2008 . Common stock Earnings 2,344 25 March 31, 2008 June 19, 2008
Annual general meeting

{Consolidated Statement of Cash flows)

Previous consolidated fiscal year
(April 1, 2006 to March 31, 2007)

Current consolidated fiscal year
(April 1, 2007 to March 31, 2008)

1 Relation between end-of-term cash and cash
equivalents and amounts stated on the
consolidated balance sheets

2 Principal assets and liabilities of newly
acquired consolidated subsidiaries

Cash and deposits
account

29,959 Million yen

Cash and cash
equivalents
balance at end of term

29,959 million yen

Cash and deposits
account

Time depositover 3
month

17,984 million yen

£8 millign yen

Cash and cash
equivalents
balance at end of term

17,916 million yen

Capitai gain 2,736million yen Capital gain 676million yen
Capital provision gain 2,730 million yen Capital provision gain 674 million yen
Decrease of Bond Decrease of Bond

with new stock 5,473 million yen with new stock

acquisition right
Bond retirement
disadvantage

54 million yen

acquisltion right
Bond retirement
disadvantage

1,337 milklon yen

13 million yen
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{Lease accounting)

Previous consolidated fiscal year Current consolidated fiscal year
(April 1, 2006 toMarch 31, 2007} {April 1, 2007 toMarch 31, 2008)

Lessee

1 Finance leases other than
those which transfer
theownership of the leased
property to the Company
and its consolidated
subsidiaries

Cumulative Cumulative,

... | Yearend Acquisition -
depr?-.maho batance price deprenc:at.io

. equivalent equivalent . equivalent
(million eq(m::‘\:laﬁl‘::t (million (million eq(t::‘\;la[ilco’z:t (miltion
yen) ven ) yen ) yen ) ven } yen )
Machine Machine
ry. ry,
eguipme 8,930 2,768 6.162 equipme 9,040 3,598 5,442
nt and mt and
vehicles vehicles
furniture turniture
and and
equipme n 75 136 equipme 343 140 203
nt nt

(1) Equivalent of acquisition
price, total depreciation,
and balance at the end of
the term

Year end
balance

Acquisition
price
equivalent

Total 9,142 2,843 6,298 Total 9.383 3,738 5.645

(Note)

Up to now, The acquisition price equivalent

Isdetermined by the payment interest method, but It

changes it into the principle method. Because

importance increased.

If the acquisition price equivalent

is determined by the payment interest

method, it is as follows.

Cumulative

depraciatio

n

equivalent
(million
yen )

Year end
balance
equivalent
{million
yen )

Acquisltion
price
equivatent
{million
yen }

Machine
Y.

equipme 9,515 2,906 6,609
nt and
vehicles
furniture
and 263 120 143
equipme
nt

Total 9,778 3026 6752

{2) Balance of remaining Less than one year 1,476 miflion yen Less than one year 1,411 million yen
lease charges at the More than gne year 4,885 million yen More than one year 4,337 million yen
end of the term Total 6,361 mlllion yen Total 5,748 miltion yen

(Note)

Up to now, the equivalent to the batance of remaining
lease changes at the end of the term price is
determined by the payment interest method, but It
changes It info the principle method. Because
importance increased.

if the acquisition price equivalent

is determined by the payment interest

method, Itis as follows,

Less than one year 1,613 million yen
More than one year 5,139 milion yen

Total 6,752 million yen
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Pravious consolidated fiscal year
(Aprll 1, 2006 toMarch 31, 2007)

Current consclidated fiscal year
(Aptil 1, 2007 toMarch 31, 2008}

(3) Equivalent of lease
payments and
depreciation

(4) Calculation of depreciation
equivalent

{5) Calcutation of
payment interest method

Lease payments 1,288 million yen
Depreciation 1,218 million yen

equivalent

Interest expense 137 miliion yen

Calculated on the stralght line method, using the lease
period as the usaful life of the leased item and  the
residual price of the item.

The equivalent to the balance of interest price is that
which |Is difference between total lease charge and
acquisition price, Itis

distributed each period by interest price method

Lease payments 1,735 million yen

Depreciation 1,624 million yen
equivalent
Interest expense 152million yen
Unchanged
Unchanged

2 Operating leases
Remaining lease payments

Less than one year 865 million yen

More than one year 9,332 million yen

Total 10,297 million yen

Less than one year

More than one year

1,033 million yen
10,247 million yen

Total

.34.

11,280million yen




Marketable securities
Previous consolidated fiscal year (April 1, 2005 to March 31, 2006)

1 Other marketable securities with determinable market value

Value carried on consolidated
Acquisition cost balance sheets on the last day of Unrealized gain
{mlllion yen ) the term (million yen }
{miltion yen )
Securities whose carrying value 5,715 11,974 6,258
exceeds their acquisition costs
Sub-total 5715 11,974 6,258
Securities whose carrying value
does not exceed their acquisition 401 367 A34
costs
Sub-total 401 as7 A34
Total : 6,117 12,341 6,224

Note: An impairment loss is recorded 201miliion yen regarding other marketable securities with determinable market value in this

consolidated fiscal year.An impairment loss is recorded when the market value of a security falls by 30% or more from Its carrying value,

2 Marketable securities not reported at market value
Subsidiary and affiliated companies' stock

Amount included on consolidated balance sheets
(million yen)
(1) Stock of subsidiary and affiliatad companies
Subsidiary cornpany stock 2145
Affililated companies' stock 870
{2) Other marketable securities
An unlisted sfock 350
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Marketable securities

Previous consolidated fiscal year (April 1, 2007 to March 31, 2008)

1 Other marketable securities with determinable market value

Value carried on consoiidated

Acquisition cost balance sheets on the last day of Unrealized gain
{million yen } the term (million yen )
{million yen )
Securities whose carrying value
exceeds their acquisition costs 5,242 7.298 2.055
Sub-total 5,242 7,298 2,055
Securities whose carrying value
does not exceed their acquisition .
costs
1,150 1,101 £H49
Sub-total 1.150 1,104 5H49
Total 6,393 8,399 2,006
Note: We An impairment loss is recorded when the market value of a security falls by 30% or more from its carrying value.
2 Marketable securities not reperted at markat value
Amount included on consolidated balance sheets
{million yen)
K1) Subsidiary and affiliated companies' stock
Subsidiary company stock 1.844
Affiliated companies’ stock 200
2) Other marketable securlties
An unlisted stock 297
Limited Partnership for Investment 9%
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Derivative Financial Instruments

1 Derivatives transactions

Previous consolidated fiscal year
{April 1, 2006 to March 31, 2007)

Curmrent consolidated fiscal year
(April 1, 2007 to March 31, 2008)

(1) Nature of transactions
To avoid the risk of fluctuation in foreign currency exchange
rates, the Company enters into forward foreign exchange
contracts. The Company applies hedge accounting within the
scope of the needs arising from the underlying items hedged.
{(2) Policy regarding the use of derivatives transactions.
Derivatives transactions are limited to the scope of the needs
arising from the underlying items hedged. Derivatives
transactions ara not entered into for speculative trading
purposes in accordance with the Company's intemmal
guidelines,
(3) Purpose
The Company Is constantly exposed to the risk of fluctuation
In foreign currency exchange rates In its normal operations. In
the interests of stability and efficiency, it sees a need to
minimizs this risk and to create an environment in which it
can concentrate on the issues facing its core business.
The Company applies hedge accounting to its derivatives
transactions.
(D Hedge accounting
Deferred hedge accounting.
@ Items to be hedged, and methodology
Hedge methodology...Foreign exchange hedges
Iterns hedged...Foreign currency-denominated transactions
@ Hedging policy......Consolidated In response to risk-hedging
neads related to foreign exchange rates and interest
rates for customers, the Company and Its consolidated
subsidiaries use derivative transactions for hedging risk
with the aim of appropriate market risk management.
@ Assessing effectiveness...... The effectiveness of a cash flow
hedge is assessed based on the correlation between a
base interest rate index of the hedged cash flow and that
of the hedging instrument..
{4) Derivatives trading risks
The Company utilizes derivates as hedges o reduce the
innerent risk to [ts assets and liabilities. These transactions are
not likely to have a major impact on the performance of the
company. Derivatives trading Is limited to highly credit-worthy
financial instilutions acting as counterparties, virtually
¢liminating counterparty default risk in the view of
management.

{5) Risk management of derivatives transactions

In accordance with the Company's intemnal policies on
derivatives, the Finance Division of the Company is
responsible for managing the market and credit risk refating to
these transactions, and this division manages the position
limits, credit [imits, and the status of all open derivatives
positions subject to approval by the director responsible. The
Company's consolidated subsidiaries do not engage in
derivatives transactions.

{1) Nature of transactions
Unchanged

{2} Policy regarding the use of derivatives transactions
Unchanged

{3) Purpose
Unchanged

(@ Hedge accounting

Unchanged

@ lems to be hedged, and methodology
Unchanged

@ Hedging policy
Unchanged

@ Assessing effectiveness
Unchanged

(4) Dernivatives trading risks
Unchanged

{5) Risk management of derlvatives transactions
Unchanged
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2 Market value of derivatives transactions

Contract value, market value, and unrealized gain (loss)

End of previous consolidated fiscal year End of current consolidated fiscal year
(March 31, 2007) {March 31, 2008)
Portion of Portion of
Type Contract °32:2°1 Market |Unrealized| Contract cﬁ;ﬁ“ Market |Unrealized
value f value gain value i value [gain (loss)
™ exceeding - e : exceeding
{million {million {million {million {million {million
one year one year
yer | milion | Y™ yen) ven) | milion | YO yen)
yen yen)
Hedge transactions
Sell:
Derivatives transactions U.S, dollars 3,033 - 2,984 H48 6,051 - 5,370 680
Euro 7,342 - 7,048 £294 9,117 — 9,637 A520
Pound sterling 453 —_ 436 516 - - - -
Total 10,820 - 10,470 £4359 15,168 - 15,008 160

Notes: 1 Calculation of market value

Foreign exchange hedges...... Based on futures market pricing.

2 hedge accounting: items subject to deferred hedge accounting are not disclosed.
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{Retirement benefits)

1 Overview of retirement benefits
Previous consolidated fiscal year (April 1, 2006 to March 31, 2007}
The Company has established an employees’ defined contribution pension plan.
Current consolidated fiscal year (April 1, 2007 to March 31, 2008)
The Company and its domestic consolidated subsidiaries have established employees’ defined contribution pension plans.
A domestic consolidated subsidiary affiliates a smaller enterprise retirement allowance mutual aid and an employees' pension
fund.

2 Liabilities for retirement benefits
Previous consolidated fiscal year {April 1, 2006 to March 31, 2007)
And
Current consolidated fiscal year (April 1, 2007 to March 31, 2008)
None

3 The details of retirement benefit expenses

Previous consolidated fiscal year Current consolidated fiscal year
(April 1, 2008 to (April 1, 2007 to
March 31, 2007) March 31, 2008}
Contributions to defined contribution plan 769 837
Contributions to a smaller enterprise retirement . 10
allowance mutual aid
Contributions t0 an employees' pension fund - 35
Tota! 769 883

4 Bases for calculation of liabilities for retirement benefits
Previous consolidated fiscal year (April 1, 2006 to March 31, 2007)
And
Current consolidated fiscal year {April 1, 2007 to March 31, 2008}
None

{Overview of stock option)
It is not written because of little importance in the summary.
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(Tax-effect accounting)

Previous consolidated fiscal year
(March 31, 2007}

Current consolidated fiscal year
{March 31, 2008)

1 Significant components of
deferred tax assets and deferred
tax liabiliies

(1) Current

Deferred tax assets:

Inventories 286 million yen
Elimination of unrealized .

gain on inventeries 598 milion yen
One-time write-off applied to -
assets 226 million yen
Allowance for doubtful "
accounts 27 million yen
Accrued enterprise tax 315 million yen
Other 433 million yen

1,887 million yen
Valuation ellowance 25 mililon yen
Deferred tax assets, net 1.881 miliion yen
Deferred tax liabllities:
Other 164 million yen

Deferred tax liabilities, net

(2) Non-current

Deferred tax assets:

Inventories 326 million yen
Loss on devaluation of listed .

equity securities 1,029 million yen
Depreciation 677 milliort yen
Allowance for doubiful .
accounts 16 million yen
Unrealized loss on derivative

instruments 912 miliion yen
Other 119 million yen

3,082 miliion yen
21,480 million yen
1,601 million yen

Valuation allowance

Offset of deferred tax .
liabilities 1,435 million yen
Deferred tax assets, net 165 milion yen
Deferred tax liabilities:
Reserve for special -
depreciation 15 million yen
Reserve for compression of .
assets 116 million yen
Unrealized holding gain on -
securities 1,693 million yen
Other 455 million yen
2,280 million yen

Offset of deferred tax assets  A1,435 million yen

Deferred tax liabilities, net 844 million yen

Deferred tax liabilities on

land revaluation reserve 1,699 million yen

164 million yen

(1) Current
Deferred tax assets:

Inventories

Elimination of unrealized
gain on inventories
Allowance for doubtful

491 million yen
1,305 million yen

accounts 43 million yen
Accrued enterprise tax 779 miliion yen
Other 674 million yen
3,293 miilion yen
Valuation allowance 412 million yen
Defarred tax assets, nat 3,280 miilion yen
Deferred tax liabilities:
Other 79 millior yen
Deferred tax liabilities, net 79 million yen
{2) Non-current
Deferred tax assets:
Inventories 383 million yen
Loss on devaluation of kisted .
equity securities 1.248 miliion yen
Depreciation 759 million yen
One-time write-off applied to -
assets 180 miilion yen
Allowance for doubtful .
accounts 14 milfion yen
Unrealized loss on derivative .
instruments 698 million yen
Other 97 million yen
3,382 million yen

Valuation allowance A1,707 million yen

1,674 million yen
Offset of deferred tax
liabilities
Deferred tax assets, net

£.559 million yen

1,115 million yen

Deferred tax liakilities:

Reserve for speclal .
depreciation 3 million yen
Reserve for compression of _

assets 112 million yen
Unrealized holding gain on )

securities 443 million yen
Other 543 millon yen

1,202 million yen
Offset of deferred tax assets £.559 million yen

Deferred tax liabilities, net 643 million yen

Deferred tax liabilities on land .
revaluation reserve 1,699 million yen
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Previous consolidated fiscal year
{March 31, 2007)

Curmrent consolidated fiscal year
{March 31, 2008}

2 Reconciliation of the
differences between the
siatutory tax rate and
efiective tax rates

Statutory tax rate 40.49%
Increase {decrease) in income taxes
resulting from:

Permanent non-deductible

expenses 0.85%

Permanently non-taxable income AH0.2T%

Per capita portion of inhabitants’

taxes 0.30%
Temporary differences relating to
investments in subsidiaries
Reversal of valuation allowance H22.87%

Elimination of unrealized gain and

1.72%

loss on inventories L287%
Other £51.24%
Effective tax rates 16.01%

Statutory tax rate 40.49%
increase (decreasa) in income taxes
resulting from:

Permanent non-deductibie

expenses 0.94%

Permanently non-taxable income H0.19%
Per capita portion of inhabitants’

taxes 0.21%
Temporary differences relating to 0.53%
investments in subsidiaries )
Reversal of valuation allowance 1.23%
Tax credit £H51.52%
Adjustment of the income tax in the 0.19%
prior year '
Other A01AT%
Effective tax rates 41.71%
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{Segment information)

By business

Fiscal year 2006 (Aprl 1, 2006 to March 31, 2007}

And Fiscal year 2007 (April 1, 2007 to March 31, 2008)

As the Company and its consolidated subsidiaries manufacture and sell the same kinds and same series of machine tools which are similar

in terms of the type and nature of the products, the manufacturing methods and sales markets, the disclosure of business segment

information has been omitted.

By geographic region

Previous consolidated fiscal year (April 1, 2006 to March 31, 2007}

Asia and

Japan Americas Europe Oceania Total Eliminations |Consolidated
{million yen) | {million yen) | (million yen)} - {million yen) | (million yen} |{million yen)
million yan)
1 Sates and operating income
Sales
(1) Sales to third parties 88,643 34,328 44,745 4,544 172,262 - 172,262
(2) Intra-group sales 63,751 938 662 1.081 66,435 (66,435 —
Total sales 152,395 35,267 45,407 5,626 238,697 (66,435 172,262
Operating expenses 130,133 34,688 43,286 5,496 213,604 (66,385 147,219
QOperating income (loss) 22,262 579 2121 129 25,093 (50) 25,043
0 Assets 128,638 13,567 23,070 4,002 169,279 (244) 169,034

Note: 1. Shared operating expenses are distributed among all sagments.
2. Eliminations account for 25,495 million yen of assets, principally in the form of retained earnings at the parent (cash and
deposits), long-term investment funds (investment securities), and Management HQ: assets

3. The segments consist of the following countries and regions:

(1) The Company and consolidated subsidiaries are summarized in three segments by geographic area based on the

countries where customers are located.

{2) The segments consist of the following countries:

United States, Brazil, Mexico
..Germany, United Kingdom, France, Italy, Spain, Turkey
Slngapore Tatwan, China, Thailand, Korea, Indonesia, Australia, India, Malays:a

4. Important matter concerning with making the basis of consolidated financial statement

{ Allowance for guaranty of Finished goods )

As stated In the “Notes related to the preparation of the consolidated financial statements

"From the current consolidated fiscal year,

of finished goods. The impact of the change is to reduce consolidated operating income before taxes by 153 million yen.

The impact on individual segments is noted as relevant.

(Accounting concerning Directors Bonus)

As stated in the “Notes related to the preparation of the consolidated financial statements

the repair cost under warranty changes from the expenditure to the allowance for guaranty

“From the current conselidated fiscal year, the company has adopted the “Accounting conceming Directors Bonus® { 20 November

2005 ) .The impact of the change is to reduce consolidated operating income before taxes by 158 million yen.

The impact on individual segments is noted as relevant,
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Current consolidated fiscal year

(April 1, 2007 to March 31, 2008)

Japan Americas Europe gﬁ;;r:: . Total Elilrnlinations Conslolidated
{million yen} | (million yen) | {million yen) million yen) (mitlion yen) | (million yen) |(million yen}
1 Sales and operating income
Sales
(1) Sales to third parties 102,426 37,131 58,539 4,163 202,260 - 202,260
{2) Intra-group sales 82,051 835 1,112 1,538 85,637 (85,537 —
Total sales 184,478 37,966 59,651 5,701 287,797 (85,537 202,260
Operating expenses 154.211 37,491 57,252 5,694 254,649 (83,692 170,957
Operating income (loss) 30,266 474 2,398 7 33,147 {1,844 31,302
I Assets 147,150 15,189 34,852 3,196 200,398 (26,128 174,270

Note: 1. Shared operating expenses are distributed among all segments.
2. Eliminations account for 11,457 million yen of assets, principally in the form of retained eamings at the parent {cash and
deposits), long-term investment funds {investment securities), and Management HQ assets.
3. The segments consist of the following countries and regions:

(1) The Company and consolidated subsidiaries are summarized in three segmenis by geographic area based on the
countries where customers are located.
{2) The segments consist of the following countries:
United States, Brazil, Mexico

Americas

4.Change of countries and regions of which the segments consist

\.-......GE@MaANY, United Kingdom, France, italy, Spain
Asia / Oceania......Singapore, Taiwan, China, Thailand, Korea, Indonesia, Australia, India, Malaysia, Turkey

Regarding Note 3, from the current consolidated fiscal year,we changed the segment classification of Turkey from Europe to

Asia/Oceania. This change is in accordance with the management classification of Mori Seikl Group. The impact on individual

segments is noted

as relevant.

5. Important matter conceming with making the basis of consolidated financial statement

( Change of method for depreciation of Property, plant and equipment )

As stated in the “Notes related to the preparation of the consolidated financial statements- Change of method for depreciation

of Property, plant and equipment’, due to the revision of corporation tax taw , from the current consolidated fiscal year, we

changed the method of depreciation of Property, plant and equipment which we purchased after April 1% ,2007.The impact of

the change is to reduce consolidated operating income before taxes by 231 million yen.

The impact on individual segments is noted as relevant.

6. Additional information

As slated in the “Notes related to the preparation of the consolidated financial statements”, from the current consclidated fiscal

year, Property, plant and equipment which we purchased before March 31% ,2007 are calculated by the straight line method

over 5 years after fully depreciated in the previous method.The impact of the change is to reduce consolidated operating

income before taxes by 204 million yen.The impact on individual segments is noted as relevant.
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Overseas sales

Previous consolidated fiscal year {April 1, 2006 to March 31, 2007)
. Asia and
Americas Europe Oceania Total
I Overseas sales (million yen ) 37,848 48,164 15,715 99,729
I Consolidated Sales (miliion yen ) — - - 172,262
MOverseas sales as a percentage of
total consolidated sales (%) 220 %8 8.1 57.8

Notes:

countries where custorners are located.
{2) The segments consist of the following countries:

1 Overseas sales consist of sales by the Company and its subsidiaries outside Japan.

2 The segments consist of the following countries:
(1) The Company and consolidated subsidiaries are summarized in three segments by geographic area based on the

, Canada, Argentina , Mexico

AMEnCas........eernrenenenne o United States | Brazil

Europe...........................Germany, United Kingdom, Italy, France, Spain, The Netheriands, Norway, Sweden, Denmark,
Switzerland, Israel, Fintand, Turkey, Russia, Slovenia, the Czech Republic, Hungary, Poland

Asla / Oceania...... Singapore, Taiwan, China, Thailand, India, indonesia, Korea, Australia, New Zealand, Malaysia, the

Philippines, Vietnam

(Aprit 1, 2007 1o March 31, 2008)

Current consolidated fiscal year
Americas Europe gﬂ:;?: Total

1 Qverseas sates (miltion yen ) 42,068 58,104 25,3M 125,544

11 Consclidated Sales {million yen ) —_ _ —_ 202,260

MOverseas sales as a percentage of 20.8 28.7 126 62.1

total consolidated sales (%)
1 Overseas sales consist of sales by the Company and its subsidiaries outside Japan.

Notes:
2 The segments consist of the following countries:
(1) The Company and consclidated subsidlaries are summarized in three segments by gecgraphic area based on the

countries where customers are located.

(2) The segments consist of the following countries:
AMENCAS. ..o vviieriiniiirinnins United States , Brazil , Canada , Argentina , Mexico
Europe.......ccoovviiiiiinnnnnin. Germany, Unlted Kingdom, Raly, France, Spain, The Netherlands, Norway, Sweden, Denmark,
Switzeriand, Finland, Slovenia, the Czech Republic, Hungary, Poland
Singapore, Taiwan, China, Thailand, India, Indonesia, Korea, Australia, New Zealand, Malaysia,

Asia / Oceania......
the Philippines, Vietnam, Turkey, Israel, Russia
3 Change of countries and regions of which the segments consist

Regarding Note 2, from the current consolidated fiscal year, we changed the segment classifications of Turkey, Israel and
Russia from Europe to Asia/Oceania. This change is in accordance with the management classification of Mori Seiki Group.

The impact on individual segments is noted as relevant.

The transaction with the partias concerned

Previous consolidated fiscal year(April 1,2006 to March 31,2007)

And
Current consolidated fiscal year{Aprll 1,2007 to March 31,2008)

None
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(Per share information)

yen

Previous consolidated

fiscal year
{April 1, 2006 to March 31, 2007)

Current consolidated
fiscal year
(April 1, 2007 to March 31, 2008)

Net worth per share
Net income per share

Diluted net income per share

1,358.82yen
174.78yen

166.12yen
(additional information)

From the current consolidated fiscal year, the
Company has adopied the reformed accounting
standards related to net income per share
published by the Accounting Standard Board of
Japan (31 January 2006). Shareholders’ equity
per share calculated in the same way as
previous consolidated fiscal year is 1,372.79
yen

1,388.52yen
165.91yen

161.99yen

The basis of calculation of Net income per share and Diluted net income per share are as follows:

Previous consolidated fiscal year
{Aprit 1, 2006 toMarch 31, 2007)

Cumrent consclidated fiscal year
{April 1, 2007 toMarch 31, 2008)

Net income par share

Net income (million yen) 16,194 15,975
The amount of not belong to shareholders _ _
{million yen)
{Bonusesto directors by appropfiated eamings) {(—) —)
Net income of shares (million yen) 16,194 15,975
Average number of shares in issue
({thousand shares) 92,656 96,284
Dituted net income per share
Net income adjustment {million yen} - -
The number of increase of shares ;

4,831 2,333
(thousand shares) (4,831) {2.333)

{New stock option)
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Financlal statements

Balance sheets for the vears ending March 31,2007 and 2008

Pravious fiscal year

Current fiscal year

(March 31, 2006) (March 31, 2007) Change
Percantage Percantage
Account Nr::::e Amount {million yen ) of(;:;al Amount {million yen ) °f(;:;3| (m‘;:; :u:;n)
Assets Current Assets
I Cument Assets
1 Cash and deposits 21,921 12,788
2 Notes receivable #a 816 1,597
3 Accounts receivable #3 30,706 34,102
4 Finished goods 9,986 9,906
5 Raw materials 8,442 12,457
& Work-in-process 5773 6,854
7 Supplies a0 85
8 Deferved income taxes 993 1,646
9 Consumption tax receivable 322 357
10 Other accounts receivable 197 275
11 Short-term loans ®a 44 5,528
12 Other 1,885 2,015
13 Allowance for doubtful receivables ATS AH49
Total current assets 81,105 53.7 87,576 56.3 6,470
Il Fixed assets
1 Property, plant and eguipment B
(1) Buildings 16,959 16,647
(2} Structures 879 806
(3) Machinery and equipment 6,137 6,193
(4) Vehicles 56 59
(5) furniture and aquipment 2,907 2,884
{6) Land #4 12,653 12,186
{7) Construction in progress 50 633
Total property,plant and egquipment 39,644 26.2 39,411 25.3 A233
2 Intangible fixed assets
{1) Goodwil 400 -
(2) Software 2,048 2,948
(3) Software in progress 202 307
{4) Telephone rights 2 2
Total intangible fixed assets 2,654 1.8 3,259 21 605
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Previous fiscal year Curren fiscal year
{March 31, 2006) (March 31, 2007) Change
Note Percentage Percentage Amount
Account Number]  Amaunt (million yen ) af(:zi)al Amount {million yen ) °’(;‘;;3| (million yen)
3 Investments and other assets

{1) Investments in securities 12,341 8,498
(2) Shares in affiliate companies 10,847 12,068
{(3) Investments in affiliate companies 2,835 2,835
(4) Long-term prepaid expenses 157 382
(5) Long-term loans 969 -
(8) Deferred income taxes - 857
(7) Other 495 688
(8} Allowance for bad debt a1 -

Total investments and other assets 27.646 18.3 25,330 16.3 AZ,315

Total fixed assets 69,945 48.3 68.002 43.7 £1,943

Total assets 151,051 100.0 155,578 100.0 4,527
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Pravious fiscal year

Current fiscal year
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Change
(March 31, 2007) (March 31, 2008) @
Note Percentage| [Percentage
Account Amount (million yen ) of total Amount (million yen ) of total Amount (million yen )
Numbser|
(%) (%)
Liabliities
| Current liabilities
1 Accounts payable 9,848 9,840
2 Other accounts payable 6,352 6,289
3 Accrued expenses 315 312
4 Accrued income taxes 3,585 9,799
5 Advances received 583 814
6 Deposits received 243 183
7 Provision for product warranties 369 965
8 Provision for bonus to directors 158 163
9 Forward exchange contract 2,614 1,565
Total current Labilities 24,070 15.9 29,934 19.2 5,864
Il Long-term labllities
1 Bonds with stock acquisiti
! quisition 3,820 2,583
rights
2 Deferred income taxes 389 -
3 Deferred income taxas on
reserve 36 1,689 1,699
for land revaluation
Total long-term liabilities 6,008 4.0 4,282 28 H1,726
Total liabilities 30,078 18.9 34,216 220 4,138




Pravious fiscal year Cument fiscal year Change
(March 31, 2007) {March 31, 2008)
Nots [Percentage Percentage
Account Number Amount (milllon yen ) of total Amount (miliion yen ) of total Amount (million yen )
(%) (%)
Net assets
1 Stockholders’ equity
1 Capitalstock 3z022 21.2 32,698 21.0 676
2 (Capital surplus
{1) Capital reserve 44,755 45,429 —_
(2} Other Capital surplus 573 - -
Total capital surplus 45,328 30.0 45,429 29.2 100
3 Retained eamings
(1} Legal reserve 2,850 2,650 -
{2) Other retained eamings
Extracrdinary disposal reserve 22 4 -
Asset reduction reserve i 165 -
Other reserve 32,600 36,600 —
Canrying forward retained eamings 8,808 6,127 -
Total retained earnings 44,252 28.3 45,547 20.3 1.284
4 Treasury stock A5,366 535 H4T764 A3 601
Total stockholders' equity 116,238 77.0 118,910 76.4 2,672
I Valuation and converson balance
! ::;::;:uzea helding gain on 4,530 30 1,562 10 £2.968
2 Deferred hedge profit and ioss H1,341 A0S 01,026 A0S 314
3 Reserve for land revaluation #6 1,545 1.0 1,545 1.0 —
Total valuation and converson balance 4,734 31 2,081 14 A2,653
MWarrant — —_ 369 0.2 369
Total net assets 120,972 80.1 121,361 78.0 388
Total liabilities and net assets 151,051 100.0 155,578 100.0 4,527
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Previous fiscal year

Cument fiscal year

{April 1, 2006 toMarch 31, 2007) (April 1, 2007 toMarch 31, 2008) Change(B-4)
Note
Numb Amount{mlilion yen) * ((z;:c;tal Amount{million yen) K ?:/:‘)nal Amount{miilion yen)
er
1 Netsales #*1 144,824 | 100.0 175,486 100.0 30,662
I Costofsales 91,460 63.2 108,249 61.7 16,788
Gross profit 53,364 36.8 67,237 383 13,873
I Selling,general and administrative %2.3 31,759 21.9 38,260 21.8 6,501
expenses
Operating income 21,605 14.8 28,977 16.5 7,37
IV Non-operating income
1 Interest income 35 140
2 Dividend income 110 217
3 Rental income [:] 5
4 Bond premium - 82
5 Other 157 an 02 226 672 0.4 360
V  Non-operating expenses
1 Interest expense 21 -
Loss on foreign
cutrency lra:saction 351 2.938
3 Commission payable 287 75
Bond redemption expense 54 13
5 Other 28 743 05 153 3181 1.8 2,437
Ordinary income 21,174 14.6 26,469 15.1 5,294
V1 Extracrdinary income
1 G:sl:a otsn sale of fixed 4 3 26
2 Gain on sale of 5 _
investments other assets
3 Gain on reversa! of allowance for
bad debt - 9 0.0 27 53 0.0 a4
VI Extracrdinary ecpenses
1 Loss on sate of fixed assets 5 182 218
2 Loss on disposal of fixed assets 6 80 328
3 Loss on shrinkage bk 4,209 -
4 Loss on evaluation of investments
in securities G 341
5 Loss on evaluation of stock in _ 745
affiliate companies
6 Loss on evaluation of investment 6 _
other assets
7 :::::ﬁ;: fo‘:r:;':r":;ﬁ::s product 369 5048 | 35 - 1826 | 10 A3,222
Income before income taxes 16,134 1.1 24,696 14.1 8,561
Income taxes 3.441 10,954
Income taxes in the past fiscal year -— 253
Income taxes deferred A1,510 1,931 1.3 ABB3 10,383 59 8,452
Net income 14,203 9.8 14,312 8.2 109
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Statement of variable shareholder's equity March 31, 2007 and 2008
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Shareholder's equity
Capital surptus
Common stock
Capital reserve Other Capital surplus Total of Capital surplus
Balance of March 31, 2006 (million yen) 29,285 42,024 504 42,529
Variable for business year
Stock issue 2736 2,730 2,730
Reversal of extracrdinaty disposal reserve
Reversat of assets reduction reserve
Dividend of surplus
Dividend of surplus (Interim  return)
Bonus to directors and statutory suditors
Net income
Acquisition of treasury stock
Disposal of treasury stock 69 69
Reversal of reserve for land revaluation
Variable of exciuding shareholder's equity
for business year {net amount}
Total variable for business year (million yen) 2,736 2.730 69 2,799
Balance of March 31, 2007 (million yen) 32,022 44,755 573 45,328
Shareholder's equity
Retained earnings
General reserve Treasury Totat of
Legal |Extraordina Asset Retained |7otal of retained| Steck  jsharehoiders
reserve |ry disposat| reduction Other earnings earnings equity
reserve reserve reserve camryback
Balance of March 31, 2006 {million yen) 2,650 114 184 32,600 6,354 41,903 | A3,865 109,852
Variable for business year
Stock issue 5,467
Reversal of extraordinaty disposal reserve 92 92 —
Reversal of asset reduction reserve A12 12 -
Dividend of surplus N3BTT 453,677 L3677
Dividend of surplus {Interim  return) 21,852 1,852 1,862
Bonus to directors and statutory suditors At42 A142 142
Netincome 14,203 14,203 14,203
Acquisition of treasury stock A2563 A2,563
Disposal of treasury stock 1,062 1,132
Reversal of reserve for land revatuation A6,181 L6181 AB,181
Variable of excluding shareholder's equity
for business year (net amount) -
Total variable for business year (million yen) — A92 M2 - 2,454 2,349 | A1,500 6,385
Balance of March 31, 2007 {million yen) 2,650 22 174 32,600 8,808 44,252 | A5,366 116,238



Reserve of evaluation and translation

Hedge profit and

Resarve for other

Reserve for land

Total reserve of
evaluation and

Total of net asset

I back ri Iyati
oss carrybac securities ravaluation ransiation
Balance of March 31, 2006
. 1, 200 4,549 - A4,636 £HB6 109,766
(million yen)
Variable for business year
Stock issue 5,467
Reversal of extraordinaty disposal
reserve
Reversal of asset reduction reserve -
Dividend of surplus L3 BTT
Dividend of surplus
{Interim retum) 413852
Bol di
nus {o direclors angd statutory A142
suditors
Net income 14,203
Acquisition of treasury stock A2,563
Disposal of treasury stock 1,132
Reversal of for |
v -o resesve for land 26,181
revaluation
Variable of excluding shareholder’s
equity for business year 518 451,341 6,181 4,820 4,820
(net amount}
Total varable for busi
2 v or business year A18 21,341 6,181 4820 11,206
{million yan)
Balance of March 31, 2007
. 4,530 AH1,341 1,545 4,734 120,972
{million yen)
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Current fiscal year (April 1, 2007 to March 31, 2008)

Capital stock

Capital

Capital surplus

Capital reserve

In addition, a capital surplus

Capital surplus sum total

March 31, Heisei 1% balance (million yen)

32,022

44,755

573

45,328

The amount of change in an accounting period

New issue of stocks

676

674

674

Demaolition of a reserve for special depreciation

Demolition of a property compression reserve

The dividend of a surplus

The dividend of a surplus {(tnterim dividend)

Savings of a general reserve

Cumrent term net profit

Acquisition of company’s own stock

Disposal of company's own stock

AH163

5163

Erasure of company's own stock

5410

A410

The amount of change in the accounting period
of items other than capital stock {Carrying value)

The amount sum total of change in an accounting
period (million yen)

676

674

AST3

100

March 31, Heisei 20 balance  {million yen)

32,698

45,429

45,429
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Capital stock
Accumulated eamings
In addition, accumulated eamings Capital
Eamed Accumulated- | Company's | sinck sum
Eamed i own stock I
suplus | Reserve for| Property | oo 0 lourplus carried| #2095 SU™ toia
reserve special  |compression reserve | forward to the total
depreciation| reserve following term
March 31, Heisel 19 balance {million yen) 2,650 22 171 32,600 8,808 44,252 £5,366 116,238
The amount of change in an accounting
period
New issue of stocks 1,350
Demoli_tjo_n of a reserve for special A7 17 _
depreciation
Demolition of a property compression A5 5 _
reserve
The dividend of a surplus A2,305 £2,305 /2,305
The dividend of a surplus (interim
dividend) A2,436 L2436 £2,436
Savings of a general reserve 4,000 4,000 —
Current term net profit 14,312 14,312 14,312
Acquisition of company’s own stock £H10,201 | A10,291
Disposal of company's own stock 2,205 2,042
Erasure of company's own stock AB8.276 AHB278 8,687 -
The amount of change in the accounting
period of ilems other than capital stock —_
(carrying value)
The amount sum total of thange in an
accounting period  {million yen) - [T Fay-] 4,000 £H2,681 1,294 601 2,672
March 31, Heisei 20 balance {million yen) 2,650 4 165 36.600 6,127 45,547 A4, 764 118,910
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Evaluation, an exchange difference, ets.
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In ad'dition. The sum totals, | The right of Net-assets
appraisal-ol-} ) o ed hedge |Land revaluation-such as evaluation | "% share | m total
securities | it and loss | €xcess money conversion feservation
difference difference
money
March 31, Heisei 19 balance {million yen) 4,530 451,341 1,545 4,734 - 120,972
The amount of change in an accounting period
New issue of stocks 1,350
Demalition of a reserve for special depreciation -
Demolition of a property compression reserve —_
The dividend of a surplus £2,305
The dividend of a surplus (Interim dividend) A2,436
Savings of a general reserve -
Current term net profit 14,312
Acquisition of company’s own stock A10,291
Disposal of company's own stock 2,042
Erasure of company’'s own stock -
The amount of change In the accounting period of
items other than capital stock (Carrying value) £:2,868 314 - £2,653 369 | A2.283
The amount sum total of change in an ntini i
amount tal of change in an accounting period |\ » geg 314 - £2.653 369 388
(million yen)
March 31, Heisei 20 balance (million yen) 1,562 A1,026 1,545 2,081 369 121,361




Important accounting policies

Previous fiscal year
{April 1, 2006 toMarch 31, 2007)

Current fiscal year
{(April 1, 2007 toMarch 31, 2008)

1 Investments in securities valuation
standard and methodology

(1) Other investments in securitias

Securities with determinable market value
Stated at market value as of the last day
of the period. Unrealized holding gains
{losses) are stated in the Shareholders'
Eguity portion of the balance sheets. The
cost of securities sold is determined
based on the moving-average method

Non-marketable available-for-sale
securities
Stated at cost determined by the moving-
average method.

(1) Other investments in securities

Securities with determinable market value
Stated at market value as of the last day
of the period. Unrealized holding gains
(losses) are stated in the Shareholders’
Equity portion of the balance sheets. The
cost of securities sold is detarmined
based on the moving-average method

Non-marketable available-for-sale
securiies  Unchanged

(2) Shares in subsidianies and affiliated (2) Unchanged
companies are stated at cost determined
by the moving-average method
2 Liabillties arising as a result of Stated at marke! value Unchanged
derivatives trades valuation
standard and methodology
3 Inventories valuation standard and Merchandise, Finished goods, Work-in-process Unchanged

methodology

.. Stated at cost using the average method

Raw materials ...... Stated at cost using the moving
average method

Supplies...... Stated at cost using the last purchase
price method

4 Depreciation of fixed assets
{1) Property, plant and equipment

{2) Intangible fixed assets

Declining balance method
However, the Straight line method is applied to
bulldings acquired since April 1, 18988 {excluding
fittings). The ranges of useful lives are

Buildings 8 to 50 years

Machinery and aquipment 2 to 17 years

Straight line method

However, goodwill are calculated by the straight line
method over five years, software for sale is
calculated by the forecast sales period (three
years), and software for in-house use is calculated
by the peried of potential usage (five years).

Amortization of the computer software utilized
within our company is calculated by the straight-line
method on the basis of the available duration ( 5
years)

Declining balance method
However, the Straight line method is applied to
bulldings acquired since April 1, 1998 (exciuding
fitings). The ranges of useful lives are
Buildings 810 50 years
Machinery and equipment 2 to 17 years

{Changes in accounting)

We have changed our depreciation
procedure based on an amendment in corporation
tax law (partial amendment in income tax law No.¢
dated March 30,2007
and partial amendment in income tax law
enforcement order No.83 dated March 30 2007) {
the tangible assets acquired on
and after April 1,2007.

The impact of the change is to reduce

consolidated gross profit by 209 million yen, and

operating income, ordinary income, and net

income before taxes by 229million ye

n
The impact on individual segments is noted as
relevant.

{Additional information)
As for tangible assets acquired on and before
March 31, 2007  are equally depreciated over 5
years from the year sfter tangible assets are
thoroughly depreciated to the limits of
depreciable amount.
The impact of the change Is to reduce
consolidated gross profit by 199 millien yen,
and operating income, ordinary income, and net
income before taxes by 204 million yen.

Straight line method
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Previous fiscal year
(Aprll 1, 2006 toMarch 31, 2007)

Current fiscal year
{April 1, 2007 toMarch 31, 2008}

5 Standard for inclusion of reserves

(1) Allowance for doubtful The Company bases its provisioning for future bad Unchanged
receivables debts on actual default ratios. Specific doubtful
receivabies considered to be non-recoverable are
provisioned against individually.
{2) Provision for progduct Provision for product warranties is recorded Unchanged
warranties based on percentage of spending on sales for the
past in order to prepare repair cost within the
warranty period.
(3) Accrued bonus for directors Accrued bonus for directors is recorded based on Unchanged
scheduled expense to cover the cost for bonus for
directors,
6. Accounting for leases Finance leases other than those which transter the Unchanged
ownership of the leased property to the Company
and its consolidated subsidiaries are accounted for
as normal operating leases.
7 hedge accounting
{1) hedge accounting Deferred hedge accounting, Unchanged
methodology
(2} Items to be hedged, and Foreign exchange hedges Unchanged
methodology Items hedged: foreign currency-denominated
transactions
(3) Hedging policy In response to risk-hedging needs related o foreign Unchanged
exchange rates and interest rates for customers,
the Company and its consolidated subsidiaries use
derivative transactions for hedging risk with the aim
of appropriate market risk management.
(4) Assessing effectiveness The effectiveness of a cash flow hedge is assessed Unchanged
based on the correlation between a base interest
rate index of the hedged cash flow and that of the
hedging Instrument.
8 Other significant issues
Consumption tax Sales are included net of consumption tax. Unchanged
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Change in Accounting

Pravious fiscal ysar
{April 1, 2006 to March 31, 2007}

Current fiscal year
(April 1, 2007 10 March 31, 2008)

{Change in provision for product warranties)

Repair cost without chamge within the warranty period is conventionally
recorded as the expense when it IS occurred, however, from current fisca
year, it has changed to be recorded as prevision for product warrantie
based on percentage of expense to the amount of sales in the past. Thi
change aims for appropriateness of periodic accounting of profit and los:
by comresponding repair cost without charge to profit when the product |
sold. Also, it is camied out because importance of managing repair cos!
without charge within the warranty period is growing. By this change, 369
million yen is recorded as extraordinary expense. With this change, cumen
profit before tax is declined to 369 million yen.

(Change in accounting net asset on the balance sheet)
From the current fiscal year, company adapts accounting standards
related to the net asset on the balance sheet and guide to the|
accounting Standand to related to the net asset on the batance sheet)|
This change does not influence profit. Also, the ameount en the capital i
122,314 milion. By revision of regulations concerining financia
statement, financial statement fro this current fiscal year is made by
revised financial statement rule.

({ Change in accounting for officer bonus )
From the curent fiscal year, the Company has adopted the
accounting standards related to officer bonus published by the
Accounting Standards Board of Japan {29 November 2005).
The impact of the change is to reduce operating income, ordinary
income, and net income before taxes by 158 million yen.

Changes in presentation

Previous fiscal year
(April 1, 2005 to March 31, 2006)

Current fiscal year
{April 1, 2006 to March 31, 2007)

{ Balance sheet )
“Forward exchange contracts™which had been included in “Othersin
the current liabilities up to the previous year has been
presented as a separate accouni In the cumrent year since its amount
has exceeded 1% of total assets.

‘Forward exchange contracts™at the previous year end was 316
million yen.

(Profit and loss statment)

Received Insurance was inctuded in "Others™ til! last fiscal year ,
Howeaver | this fiscal year it will be included separately since it
exceaded 10/100 this of total amount of Recelved insurance.

By the way, Received Insurance of last year was 3 millionyen.
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Notes
Balance sheets

Previaus fiscal year
{April 1, 2006 to March 31, 2007)

Cument fiscal year
{April 1, 2007 to March 31, 2008)

¥ 1 Cumulative depreciation of property, ptant

] 64,224 miliion yen
and eguipment
2 Contingent liabilities
Contingent liabilities on lease payments by -
customers (Kowalski and 389 others) 2,458 million yen
33 Notes to affiliate companies

The following notes apply to affiliate companies:

Accounts receivable 21,326 million yen

#4 The Company ravalued its land for operational usage in accordance
with the laws on land revaluation. The resulting revaluation difference,
net of the applicable tax effect on revaluation gain, has been stated as
a component of shareholders’ equity, reserve for land revaluation', and
the applicable tax effect has been included in 'deferred income taxes
on raserve for land revaluation®. As a result, 1,699 million yen is
included as part of liabilities and, and a 1,545 million yen in
shareholders’ equity.

{1) Method of revaluation

The value of the land is calculated in accordance with the

taws on land revaluation, and adjusted appropriately.

(2) Date of revatuation March 31, 2002

{3) Differential between market
value of land at the end of
the term and the book value
after revaluation

£3,089 million yen

#5 Notes receivable which had come a due date are accounted
with clearing day. Because the currant fiscal year last
day was a hollday of a financial institution, Notes
receivable which had come a due date inthe end of 2
term are included in the closing balance as follows.

Notes receivable 117 million yen

& Commltment line agreement

The Company has signed commitment line agreements with three
banks in order o procure werking capital efficiently. The resulting
balance of loans not taken up at the end of the term is as follows:

Commitment ceiling 30,000 million yen
Borrowed -

Balance 30,000 million yen

3# 1 Cumulative depreciation of property, plant b

and equipment 66,373 million yen
2 Contingent liabllities
Contingent liabllities on lease payments by -
customers (Kowalski and 375 others) 2,338 million yen
33 Notes to affiliate companies
The following notes apply to affiliate companies:
Accounts receivable
Short-term loans receivable

201,573 million yen
5.528 million yen

#4 The Company revalued Its land for operational usage in accordance
with the laws on land revaluation. The resulting revaluation difference,
net of the applicable tax effect on revaluation gain, has been stated as
a component of shareholders' equity, ‘reserve for land revaluation', and
the applicable tax effect has been inctuded in ‘deferred income
taxeson reserve for land revaluation'. As a result, 1,699 million yen is
included as part of liabilities and, and a 1,545 million yen in
shareholders' equity.

{1) Method of revaluation

The value of the land is calculated in accordance with the

laws on land revaluation, and adjusted appropriately.

{2) Date of revatuation March 31, 2002

{3) Differential between market
value of land at the end of
the term and the book value
after revaluation

2,661 million yen

B Commitment line agreement
The Company has signed commitment line agreements with three
banks in order to procure working capital efficiently. The resutting
balance of loans not taken up at the end of the term i5 as follows:

Commitment celling 40,000 million yen
Borrowed -
Balance 40,000 million yen
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{Additional information for the statement of income)

Previous fiscal year
(April 1, 2006 to
March 31, 2007}

Current fiscal year
(April 1, 2007 to
March 31, 2008)

3#1 Transactions with affiliate compantes
Sales and dividend income include the following amounts with afflliate
companies:
Sales 78,970 million yen
3# 2 Selling expenses and general administrative expenses broke down in

a ratio of approximately 68.0% te 32.0%. The major items are

detailed below.

Freight 7.011 million yen
Operational commissions 1,958 million yen
Sales commissions 1,089 miliion yen
Sales promotion expenses 2,918 million yen
Salaries and bonuses 5,969 million yen
Retirament benefits 300 million yen
Depreciation 746 million yen
Represent goodwill amortization 400 million yen

Fees and commissions

Additlen to allowance for bonuses to
directors and statutory auditors
Addition to allowance for doubtful

2,123 million yen
158 million yen

receivables 4 million yen
Research and development )
expenses 3,500 million yen

113 Tota! research and development expenses

{general administrative expense) 3.500 miliion yen

#4 Gain on sale of fixed assets (breakdown)

#1 Transactions with affiliate companies
Sales and dividend income include the following amounts with affiliate

companies:

Sales 99,701 mitlion yen
Interest Income 101 million yen

# 2 Selling expenses and general administrative expenses broke down In

ratio of approximately 64.6% to 35.4%. The major ltems are

detalled below.

Freight 8,201 mitlion yen
Operational commissions 1,582 mitlion yen
Sales commissions 1.862 mitlion yen
Sales promotion expenses 3,448 million yen
Salaries and bonuses 6,530 million yen
Retirement benefits 323 million yen
Depreciation 1,067 million yen
Represent goodwill amortization 400 million yen

Fees and commissions
Addition to allowance for bonuses to

3,523 million yen

directors and statutory auditors 163 million yen
Warranty Reserve 596 million yen
Research and development .

expenses 4,303 million yen

113 Total research and development expenses

Buildings 0 million yen
Structures © million yen
Machinery and equipment 3 million yen
Fumniture and equipment 0 million yen
Total 3 million yen
35 Loss on sale of fixed assets (breakdown)
Land 38 million yen
Bulldings 137 million yen
Structures 2 million yen
Machinery and equipment 1 million yen
Fumiture and equipment 1 million yen
Total 182 million yen

(general administrative expense) 4,303 million yen
34 Gain on sale of fixed assets (breakdown)
Machinery & Equipment 21 millign yen
Vehicles 3 mlilion yen
Furniture and equipment 0 million yen
Software 0 million yen
Total 26 million yen
5 Loss on sale of fixed assets (breakdown)
Land 207 million yen
Machinery and equipment 11 million yen
Total 218 mitlion yen
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Previous fiscat year
{April 1, 2006 to
March 31, 2007)

Current fiscal year
(April 1, 2007 to
March 31, 2008)

¥ 6 Loss on disposal of fixed assets (breakdown)

Buildings 8 million yen
Structures 0 million yen
Machinery and equipment 19 million yen
Fumiture and equipment 7 million yen
Vehicles 0 million yen
Software 44 million yen
Total 80 million yen

% 7 Impaiment losses
The Company recognized the following impairment losses:

Value
Use Type Location Millions of
yen
Sales Buildings | Kohoku,Yokohama 1.283
Office 9 Onojo,Fukucka :
30 places Land others 2,018
Hanamigawa,Chiba
Company | guiidings Nara,Nara 153
and 9 Yamatokooriyama,
. Nara
Dormitory )
4 places Land Sagamihara, 233
Kanagawa
Idle 2 Ikoma, Nara
ptaces Land Eniwa, Hokkaido 520
Total 4,209
{Background}

The Company used the land and building for use as a sales office. in
the current fiscal year, the Company recognizes the impairment of their
value with decsision. In addition, they are sold in September 27,2006,

{Grouping)

Marketing and sales offices are deemed to be part of the Marketing
HQ, and production facllities to be part of the Manufacturing HQ. Idie
{and and asset sale for which no future use is planned is grouped
according to the type of structure initially planned.

(Recoverable amounts in the calculation)

Recoverable amounts are based on valuation for the planned selling
price.

% 6 Loss on disposal of fixed assets {breakdown)

Buildings 110 million yen
Structures 11 miflion yen
Machinery and equipment 50 million yen
Fumiture and eguipment 100 million yen
Vehicles 0 million yen
Software 48 million yen
Total 320 million yen
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(Statement of changes in Shareholders' equity)

Previous fiscal year (April 1, 2006 fo March 31, 2007)

Treasury stock

Classes of stocks

Previous fiscal year-end

Increase

Decrease

Current fiscal year-end

Common stock {Share}

4,433,508

1.005,408

1,124,647

4,314,270

{Outline of reasons for changes)

Breakdown of increase

1,000,000 shares
5,408 shares

Increase by purchase of treasury stock resulting from a resolution of board of directors
Increase by purchase of the stocks less than unit

Breakdown of decrease
Exercise of share warmant 1,124,500 shares
Decrease by purchase increase claim of the stocks of less than unlt 147 shares

Current fiscal year {April 1, 2007 to March 31, 2008}
Treasury stock

Classes of stocks

Previous fiscal year-end

Increase

Decrease

Current fiscal year-end

Common stock (Share)

4,314,270

4,907,084

6,545,107

2,676,227

{Outline of reasons for changes)

Breakdown of increase
Increase by purchase of treasury stock resulting from a resolution of board of directors 4,903,400 shares
Increase by purchase of the stocks less than unit 3,664 shares

Breakdown of decrease
Decrease by disposal of treasury stock 4,879,300 shares
Exercise of share warrant 1,665,500 shares
Decrease by purchase increase claim of the stocks of less than unit 307 shares
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{Lease accounting)

Previous fiscal year
{April 1, 2006 to
March 31, 2007)

Current fiscal year
(April 1, 2007 to
March 31, 2008)

Lesee

1 Finance leases cother than those which
transfer the ownership of the leased
property to the Company and its
consolidated subsidiaries

(1} Equivalent of acquisition price, total
depreciation, and balance at the
end of the term

. Cumulative . |Cumuiative
acquisition ... | Yearend acquisition .| Year end
price depr?::latlo balance price depﬂ;ciallo balance
equivalent . equivalent equivalent . equivalent
tmillion eq(‘:"“;l‘?i'c‘::‘ (million (million e“(‘:r'“;[“h'::‘ {million
yen) ven ) yen } yen ) yen) yen )
Machinery Machinery
and 8,358 2,567 5791 and 8,450 3,329 5,121
equipment equipment
Vehicles 27 15 11| | venictes 47 15 31
furniture furniture
and 130 40 0 and 248 90 158
equipment equipment
Total 8,516 2,623 5,893 Total 8,747 3,436 5311

The acquisition price equivalent used to be
indicated by the payment interest method due to
the consequence of its criterion, however, it had
changed to the principle method from this
accounting period.

The table which indicates by the previous
methed (the payment interest method) is as
follows.

) Cumulative
acquisition | Yearend
price depr?‘cnauo balance
aquivalent . aguivalent
(million ﬁ‘;‘ﬁf:‘ (million
ven) | Ven) yen )
Machinery
and 8,895 2,656 6,209
equipment
Vehiclas a7 21 15
furniture
and 156 82 94
equipment
Total 9,088 2,769 6319
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Previous fiscal year
(April 1, 2006 to
March 31, 2007)

Current fiscal year
{April 1, 2007 to
March 31, 2008)

{2) Batance of remaining lease charges at
the end of the term

(3) Equivalent of lease payments and
depreciation

{4) Calculation of depreciation
equivalent

{5) Calculation method of the amount of
interest equivalency

2 Operating leases
Remaining lease payments

Less than one year 1,372 million yen Less than one year 1,302 million yen
More than one year 4,575 million yen More than one year 4,102 million yen
Total 5,948 mitlion yen Total 5,405 million yen

The equivalent to the balance of remaining lease
used to indicate by the payment interest method
due to the consequence of Its criterion, however,
it had changed to the principle method from this
accounting period.
The tabie which indicates by the previous
method {the payment interest method)} is as
follows.

Less than one year 1,501 miliion yen
More than one year 4,818 million yen
Total 6,319 million yen

L.ease payments
Depreciation equivalent
The amount of payment
interest equivalency

1,167 million yen
1,105 million yen

127 million yen

Calculated on the straight line methad, using the
lease period as the useful life of the leased item
and the residual price of the item.

The balance of the amount of the lease charges
and the acquisiion cost equivalency of the
leased property Is considered as the amount of
interest equivalency.

The distribution method to each period had
caluculated by the interest method,

Lease payments
Depreciation equivalent
The amount of payment
interest equivalency

1,621 million yen
1,518 million yen
143 million yen

Unchanged

Unchanged

Less than one year 755 million yen | Less than one year 638 million yen
More than one year 8,146 million yen | More than one year 8,706 million yen
Totat 8,901 million yen | Total 9,344 million yen

(Marketable securities)
Previous fiscal year (March 31, 2007)

Not detailed, due to the absence of stocks in subsidiaries or affiliated companies with market value,

Current fiscal year (March 31, 2008)

Stocks in subsidiaries or affiliated companies with market value

Balance sheet vatue

Market value (million yen)

Balance {milliocn yen)

Stocks in subsidiaries

433

1,792

1,359
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(Tax-effective accounting}

Previous fiscal year
{March 31, 2007)

Current fiscal year
(March 31, 2008)

1 Principal causes of deferred income taxes
and deferred tax liability (breakdown)

(1) Current
Deferred tax assets
Inventories 195 millien yen
A collective depreciable

asset
Allowance for doubtful
receivables
Unpaid business taxes
A product guarantee

226 million yen

7 million yen
300 miltion yen
149 million yen

resarve fund
Other 115 million yan
Deferred tax  Total

assets 993 miliion yen

(2) Non-cumrent deferred tax liability
Extraordinary disposal

t5 million yen
resarve
Asset reduction reserve 116 mlllion yen
Other marketable
securities 1,693 million yen
Appraisal reserve
Total deferred tax 1,825 million yen

liability
Deferred tax assets
Investments in
securities 1,029 million yen
appraisal loss
Shares in affiliate

companies 298 million yen
appraisal loss
Inventories 326 miltion yen
Allowance for doubtful :
receivables 16 miilion yen
Deferral hedge profit and "
toss 912 million yen
Depreciation over tax .
deductible imit 522 million yen
Other 66 million yen
Deferred tax assets .
Sub-total 3,173 million yen

Appraisal reserve
Tota!l deferred tax

A1,737 million yen
1,435 million yen

(1) Current
Deferred lax assets
Inventories 408 million yen
Unpald business taxes 749 million yen
A product guarantee ;
reserve fund 390 million yen
Other 99 million yen
Deferred tax  Total :
assets 1,646 million yen
(2) Non-current deferred tax liability
Extraordinary disposal 3 million yen
reserve
Asset reduction reserve 112 million yen
Other marketable
securities 443 million yen
Appraisal reserve
Other 0 million yen
"agi‘:}s deferred tax 559 million yen
Deferred tax assets
Investments in
securities 1,248 million yen
appraisal loss
Shares in affiliate
companias 600 mitlion yen
appraisal loss
Inventories 378 mitlion yen
Allowance for doubtful .
receivables 14 million yen
::;:;enal hedge profit and 698 million yen
Depreciaticn over tax "
de:uclible limit 514 million yen
:scsc;[:ecﬁve depreciable 178 million yen
Qther 90 million yen
uctorred tax assels 3,725 milion yen

Appraisal reserve
Total deferred tax
assets

£.2,308 million yen
1,417 mlillion yen

assets
Net deferred tax liability 857 million yen
Net deferred tax liability 389 million yen
Deferred tax hiability .
Deferred tax liability 1,699 million yen | éi2led 1o revatuation 1,689 miliion yen
related to revaluation '
2 Causes of the differential between statutory statutory tax rate 40.49% statutory tax rate 40.49%
tax rates and income taxes after {adjustment) (adjustment}
application of tax-effective accounting Entertainment and other Entertainment and other
expenses not admissible as 0.93% expenses not admissible as 1.00%
losses losses
Dividend income and other AD.14% Tax credit H1LT1%
profits not admissible as losses ’ Dividend income and other
Resident's tax equalization 0.35% profits not admissible as losses £0.21%
Temporary differential related AZE.00% Resident's {ax equalization 0.23%
to investment in subsidiaries : The past years income taxes 0.23%
Appraisal reserve A1.66% Temporary differential retated 231%

Elimination of unrealized loss

on inventories 11.97%

to investment in subsidiaries
Appraisal reserve A0.29%
Elimination of unrealized 1055

on inventories 42.05%
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Information per share

Previous fiscal year
(April 1, 2006 to
March 31, 2007)

Current fiscal year
(Aprll 1, 2007 to
March 31, 2008)

Net assels per share 1,259.45yen 1,289.90yen
Net income per share Net income 153.26yen 148.62yen
Diluted net income per share 145.67yen 145.11yen
{Additional information) —_
From the current consolidated fiscal year.
the Company has adopted the accounting
standards related to Net income per share
Net income after revision published by the
Accounting Standards Board of Japan (31
Januray 2006) and the accounting standards
related to Net income per share Net income
published by
the Accounting Standards Board of Japan (31
Januray 2006)
In addition, | calculate It by the Previous
consolidated fiscal year, and a similar
method, and, as for Net assets per share of
the current consolidated fiscal year,it is
1,273.42ven.
Note: The basits in calculation of Net income per share Net income and Diluted net income per share are as follows
Previous fiscal year Current fiscal year
(April 1, 2006 to {(April 1, 2007 1o
March 31, 2007} March 31, 2008)
Net income per share Net income
Net income {million yen) 14,203 14,312
An amount of money that - -
does not belong to a common share =) (=)
{million yen}
(The above amount is an officer's bonus by
profit disposal)
Net income to 14,203 14,312
affect a common share {million yen)
The average share number 92,675 96,304
of common shares
Diluted net income per share
Net income adjustment {million yen) —_— -
The number of the common 4,831 2,333
Share increase
The above amount is a subscription warrant) (4,831) {2,333)
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(1) Change in Representative Director

None

(2) Otherchanges  {planned for June 18, 2008}

New Director candidate
Vice-President
Senior Executive Managing
Director
Managing Director
Managing Director
New Standing Statutory
Director candidate

Director

Director

Hiramoto Kazuyuki
Hiroaki Tamai
Marikuni Uchigasaki

Naoshi Takayama

Hisao Sato

Yoshiaki Sugimoto

Changes
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in Director

(Currently Senior Executive Managing Director,
Sales & Marketing HQ Executive Officer }

{Currently Managing Director, Administrative HQ Executive Officer)
{Currently Director, Accounting/Finance HQ Executive Officer)

{Currently Director, Development & Manufacturing HQ
Executive Officer {Development) )

{Currently Administrative HQ Senior Exacutive Officer)

{Currently NH Department General Manager)
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- -T.pi 70T Representative President  Masahiko Mori

{Code number 6141, Tokyo Stock Exchange, Osaka Stock Exchange, First Section)
Contact Public relations/IR Office General Manager

Masahiro Yanagihara

Phone number (052} 587-1830
Notice Concerning Stock Options (stock acquisition rights)

At a meeting of the Board of Directors on May 7, 2008, Mori Seiki decided to issue stock acquisition
rights as stock options to directors, auditors and employees of Mori Seiki and employees of other Mori

Seiki Group companies, in accordance with Articles 236, 238 and 239 of the Company Law.

1. Reasons why it is necessary to issue new stock acquisition rights in particularly favorable
conditions.
As part of our goal to improve Mori Seiki and Mori Seiki Group employees’ performance and to
secure excellent human resources, we intend to issue free stock acquisition rights as stock options
in accordance with the procedure outlined below. When exercising these stock acquisition rights,

the amount to be paid will be determined as shown in (5) below.

2. Procedure for issuing new stock acquisition rights

{1) People who are eligible for allotment of new stock acquisition rights
Directors, auditors and employees of Mori Seiki and employees of other Mori Seiki Group
companies

{2) Type and number of shares intended as stock acquisition rights
4,300,000 ordinary Mori Seiki shares are at maximum.
In the event that Mori Seiki issues a share allocation or a reverse share split after the date of
the exercise of stock acquisition rights, the number of shares will be adjusted according to the
following formuta:
Number of shares after adjustment = Number of shares before adjustment x ratio of issue/split
This adjustment will only be done for stock acquisition rights which have not been exercised at
that time. If fractions less than 1 share are generated as a result of adjustments based on the

following formula, they will be rounded down.

(3) Total number of stock acquisition rights

43,000 stock acquisition rights are at maximum. {1 stock acquisition right will be worth 100



shares. However, if the number of shares has been adjusted as specified in the above (2), it
will be adjusted similarly.}

(4) Payment to be paid for stock acquisition rights, or the method of calculation.
No payment is required for these stock acquisition rights.

(5) Price of assets when exercising stock acquisition rights, or the method of calculation.
The price of assets for the exercise of 1 stock acquisition right will be the amount to be paid for
1 share (hereafter "exercise price") as determined below multiplied by the number of shares per
stock acquisition right as specified in the above (3).
The exercise price for 1 share will be the average closing price for ordinary Mori Seiki shares
on the Osaka Stock Exchange every day in a previous month that sees the date of the
allocation of stock acquisition rights (hereafter "allocation date") multiplied by 1.05. Fractions
less than 1 yen will be rounded up. However, if that value is lower than the closing price on the
allocation date for the stock acquisition rights (or the closing price on the most recent trading
day, in the event that there is no trading on the allocation date), the closing price on the
allocation date for the stock acquisition rights will be used.
In the event of a Mori Seiki share split or reverse split after the allocation of stock acquisition
rights, the amount to be paid will be adjusted according to the following formula. Fractions

less than 1 yen generated by this adjustment will be rounded up.

Amount to be paid after adjustment = Amount to be paid before adjustment x 1/ratio of issue or split

Also, in the event that Mori Seiki issues new shares at a lower price after the allocation of
stock acquisition rights (excluding shares issued as a result of the exercise of stock acquisition
rights), the amount to be paid will be adjusted according to the following formula. Fractions

less than 1 yen generated by this adjustment will be rounded up.

Number of Number of newly issued shares x amount {o be
shares already paid per share

Amount to be paid after adjustment =

5 + -
Amount to be paid before adjustment x issued Current value before new share issue

Number of shares already issued + number of newly issued shares
{6} Period for exercising stock acquisition rights

From July 1, 2010 to June 30, 2013
(7} Conditions for exercising stock acquisition rights

(DPeople exercising stock acquisition rights must hold a position as director, auditor or
employee of Mori Seiki or other Mori Seiki Group company. However, people who have left
the company due to retirement or for some other reasons are not bound by this condition,
except for those who have completed their terms as directors or auditors of Mori Seiki or
other Mori Seiki Group company.

@The transfer, pledge or any other disposal of stock acquisition rights is not permitted.

@In the event of the death of the holder of stock acquisition rights, his or her heirs may



exercise those rights. However, the conditions stipulated in @ below "Contract for allocation
of stock acquisition rights" still apply.

@Apart from those conditions, all matters concerning the relationship between Mori Seiki and
the holders of stock acquisition rights are stipulated in the "Contract for allocation of stock
acquisition rights,” in accordance with the resolutions of a 60th annual shareholders’ meeting
and the Board of Directors.

(8) Amount of capital stock or capital reserves that will be added in the event that shares are
issued as a result of the exercise of stock acquisition rights

DOCompany regutations for calculating the amount of capital stock added in the event that
shares are issued as a result of the exercise of stock acquisition rights In accordance with
Article 40, Section 1, the calcutated maximum amount of capital siock added, etc, will be
divided by 2. When fractions less than 1 yen are generated by this calculation, they will be
rounded up.

@ The amount of capital reserves added in the event that shares are issued as a result of the
exercise of stock acquisition rights will be the maximum amount of capital added in the above
(D minus the amount of capital added specified in the above @.

{9) Matters concerning the acquisition of stock acquisition rights
(Din the event that Mori Seiki becomes defunct through a merger agreement approved by a
shareholders’ meeting, or becomes a wholly owned subsidiary through an exchange of share
agreement or transfer of share agreement approved by a shareholders' meeting on a day to
be designated separately.
@If holders of stock acquisition rights are no longer able to exercise their rights because they
cease to meet the conditions stipulated in the above (D of (7) before exercising their rights,
they will be able to obtain those stock acquisition rights for free.
(10) Restrictions on transfer of stock acguisition rights

The approval of the Board of Directors is required for transfer of stock acquisition rights.
(11} Handling of stock acquisition rights during structural reorganization

As stated at in the above D of (9).

(Note} The above resolution is conditional, being subject to approval of the "Issuing of stock
acquisition rights as stock options” at the 60th annual shareholders’ meeting to be held on
June 18, 2008.
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The Second Medium-Term Management Plan (PQR555)

Mori Seiki drew up our second medium-term management ptan (PQR555} for the three-year
period from FY 2008 to FY 2010. The outline of our plan is as follows:

Outline of the second medium-term management plan (FQR555)
1. Basic policy
“We will maintain stable growth by continuously developing our business in mature
markets. We will establish a global management system by pursuing first-class human
resources, quality and risk management. Through these efforts, we aim to become Global
One.”
With regard to the term "PQR555", "P" stands for "People”, "Q" for "Quality" and "R" for "Risk
Management”, and "555" represents our target numbers.

2. Mission statement
We will make innovative, accurate, and trouble-free machines at competitive prices for our
customers, and look forward to Global One in the field of lathes, machining centers, multi-axis
machines and grinding machines.
And, we will continuously strive to increase the productivity and efficiency of customers all over
the world, through the development of the latest and best technology, accurate and detailed
manufacturing techniques and swift, precise sales and service.

3. Business targets
(1) Sustain growth
Our target is to increase our consolidated sales so that it accounts for 15% of the
industry's total order value released from the Japan Machine Tool Builders' Association.
While steadily developing our business in mature markets inciuding Japan, Europe and
the Americas, we aim to achieve an annual growth rate of 25% for rapidly growing
emerging markets such as BRICs. Also, we will work hard to expand our market share of
the strategic industries including the automobile, aircraft, energy and precision machinery
industries.
To this end, we will develop new models focusing on large machines, and actively launch




them in the market. Also, we will establish new plants, including the Machining Plant and
Assembly Plant exclusively for large machines, in the Iga Campus in order to increase our
production capacity. Furthermore, we will intensively strengthen our sales activities in
emerging markets by establishing new Application Centers and Technical Centers. |

(2) Strengthen profit structure
In order to strengthen profit structure even more, we aim to reduce cost of sales/seliing,
general and administrative expenses. We will achieve a consolidated cost of sales ratio of
55% as well as selling, general and administrative expenses ratio of 25%. !
For this purpose, we work toward the cost reduction at the design stage and
improvement of production and distribution efficiency. We aim to meet the target numbers
by managing budget and results with objectives set for each expense item.

(3) Establish global management quality

For achieving the targets of PQRS555, we will continuously recruit excellent people, and
provide trainings for employees so that they can work globally.

For quality, we will set specific target accuracy for all models to pursue high-accuracy
and high-efficiency machining, and improve customer satisfaction by meticulously
upgrading our machines and services.

Also, for risk management, we will strictly comply with regulations, promote health and
safety practices, strengthen our security trade management system, and thoroughly
conduct internal control for management and financial reporting systems. Through these
efforts, we will establish a uniform management quality across the world.

4. Projected figures for FY 2010
Supposing that the industry's total order value released from the Japan Machine Tool Builders'
Association reaches or exceeds 1,660 billion yen, and we successfully achieve our target of
PQR555 (market share of 15%, consolidated cost of sales ratio of 55%, selling, general and
administrative expenses ratio of 25%), our business result for £Y 2010 is estimated as shown
below. For your reference, the total order value for FY 2007 is 1,593.9 billion yen.

FY 2007 (Result) FY 2010 (Pian)
Consolidated sales 202,260 million yen 250,000 million yen
Consolidated operating profit 31,302 million yen 50,000 million yen
Consolidated operating profit ratio 15.5% 20.0%

Projected future results and detaits of business plans are included in this material.

All material is based on certain assumptions about the economic climate, business policies, etc
at the time of writing.

Therefore, please be aware that there is a risk or uncertainty that the actual results may be
different from these projected results, depending on various factors.
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Notice of changes in the articles of association

June 18, 2008.

1.

Reason for making changes

In preparation for expanding our company's future businesses, we add <Business of dispatching
workers> to Clause 13, and <Selling secondhand goods based on secondhand business law> to
Clause 14 in the Aricle 2 (Purpose). In accordance with these changes, subsequent clause
numbers are also changed.

2. Details of changes

At the meeting of the Board of Directors on May 7, 2007, Mori Seiki decided to place the changes
in the articles of association on the agenda of the Annual 60th Shareholders Meeting to be held on

The changes in the articles of association are as follows:
(Underlined sections show the changes made. )

Current articles of association’ Modified Plan
(Purpose) {Purpose)
Article 2 Article 2 (As currently operated)

The purpose of our company is to operate
the following businesses.

1. to 12. (Text omitted)

(New)

{(New)
13. All businesses which are related to
clauses above

(As currently operated)
13. Business of dispatching workers
14. Selling secondhand products based
on secondhand business law
15. All businesses which are related to
clauses above

3. Dates

Shareholders meeting regarding changes in articles of association
Changes effective on

June 18, 2008 (Wed)
June 18, 2008 (Wed)
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Notice of Acquisition and Refirement of Stock Options (Stock Acquisition Rights})

At a meeting of the Board of Directors on May 7, 2008, Mori Seiki made a decision on the acquisition of
stock acquisition rights.

1. Reason for acquiring stock acquisition rights
Mori Seiki has decided to obtain free stock acquisition rights described below due to the discrepancy
between the exercise price and market price. Retirement will be planned after acquiring the stock acquisition
rights. We will discuss with relevant people on the number to be acquired.

2. Stock acquisition rights intended for acquisition

Shareholders meeting: June 28, 2007

Allocation date of the stock acquisition rights July 23, 2007

People eligible for allotment of stock acquisition rights  Employees of Mori Seiki and its subsidiary companies
Total number of stock acquisition rights 11,800 (Exercise price of JPY 4,040)

3. Maximum number of stock acquisition rights to be acquired
Total number 11,000 (number left as of May 6, 2008)

The number of acquisition/retirement as well as the date of retirement will be decided at the Board of
Directors meeting held on June 18, 2008.

END



